THE  APPLICATION 
OF  MANAGERIAL  CONTROLS 
IN  SELECTED  BUSINESS  FIRMS 


By 

RAYMOND  J.  ZIEGLER 


A DISSERTATION  PRESENTED  TO  THE  GRADUATE  COUNCIL  OF 
THE  UNIVERSITY  OF  FLORIDA 

IN  PARTIAL  FULFILLMENT  OF  THE  REQUIREMENTS  FOR  THE 
DEGREE  OF  DOCTOR  OF  PHILOSOPHY 


UNIVERSITY  OF  FLORIDA 
January,  1957 


ACKNOWLEDGMENTS 


The  writer  gratefully  acknowledges  his  indebtedness 
to  those  who  assisted  in  the  preparation  of  this  disserta- 
tion. He  wishes  to  express  his  appreciation  to  Dr.  H.  G. 
Hodges,  Chairman  of  his  Supervisory  Committee,  for  his  aid 
and  guidance  in  the  preparation  of  this  dissertation.  To 
the  other  members  of  his  committee— Dr.  M.  D.  Anderson,  Dr. 
W.  W.  Ehrmann,  Dr,  C.  W.  Fristoe,  and  Dr,  J.  N.  Webb— the 
writer  wishes  to  express  his  thanks  for  their  valuable  co- 
operation and  advice  while  serving  on  the  committee.  He 
would  also  like  to  express  his  indebtedness  to  more  than 
one  hundred  business  executives  in  the  Milwaukee -Chicago 
area  for  their  willing  and  beneficial  cooperation. 


TABLE  CF  CONTENTS 


Page 

ACKNOWLEDGMENTS  ii 

LIST  OF  TABLES . v 

Chapter 

I,  INTRODUCTION:  THE  PROBLEM . 1 

Statement  of  the  Problem.  .........  2 

General  Information  Concerning  the 

Businesses.  ...............  4 

Information  Concerning  Managerial 

Controls.  ................  4 

Organization.  ...............  5 

Policies.  10 

Appropriations  and  Disbursements.  .....  11 

Industrial  Relations.  ..•••.•••••  12 

Operations.  13 

Outside  Relationships  .....  13 

Departmental  Service.  .....  14 

Demands  upon  Top-Management’s  Time 14 

II.  METHOD  OF  PROCEDURE 16 

III.  DESCRIPTION  OF  THE  COMPANIES  STUDIED 22 

Type  of  Business.  . 22 

Firm’s  Major  Products  or  Services  .....  22 

Number  of  Employees 23 

History  of  Firm  25 

IV.  APPLICATION  OF  MANAGERIAL  CONTROLS  OF  BUSI- 
NESSES TO  THEIR  ORGANIZATIONAL  PLANS.  ...  26 

Organization.  ........  . . 26 

V.  APPLICATION  OF  MANAGERIAL  CONTROLS  OF  BUSI- 
NESSES TO  OTHER  ACTIVITIES 49 


ill 


Policies.  . .......  49 

Appropriations  and  Disbursements.  .....  52 

Industrial  Relations.  ..•••••.••.  61 

Operations.  ...  .....  70 

Outside  Relationships  ...........  S3 

Departmental  Service.  ...........  {$4 

Demands  upon  Top-Management’s  Time.  ....  S6 

VI.  SUMMARY  OF  APPLICATION  OF  MANAGERIAL  CONTROLS 

TO  THE  BUSINESSES  SURVEYED 90 

VII.  CONCLUSIONS 97 

Organization.  ...............  102 

Policies.  •••...•..••  103 

Appropriations  and  Disbursements 103 

Industrial  Relations.  ..••...••••  104 

Operations . 104 

Company  Manual,  ..............  105 

The  Future.  .....  ......  105 

APPENDICES 107 

A.  LIST  OF  COMPANIES  INCLUDED  IN  THE  STUDY  ...  10S 

B.  ENUMERATION  BY  FIRM  OF  THE  PRODUCT  MANUFAC- 

TURED OR  HANDLED,  OR  THE  SERVICE  RENDERED 

AND  THE  NUMBER  OF  EMPLOYEES Ill 

C.  ENUMERATION  BY  FIRM  OF  THE  EXECUTIVE 

INTERVIEWED 11$ 

D.  INDIVIDUAL  REPORTS  OF  63  BUSINESSES 122 

BIBLIOGRAPHY 354 

BIOGRAPHICAL  SKETCH  357 


LIST  OF  TABLES 


Table  Page 

1.  Executives  Interviewed  of  the  Firms  Included 

in  the  Study*  .....•••••••.,*,  21 

2.  Frequency  Distribution  of  Employees  Comprising 

the  Work  Force  of  Interviewed  Firms  * . * . . 24 

3.  Selected  Future  Plans*.  27 

4.  Party  Reviewing  the  Organizational  Plan  ....  31 

5.  Frequency  of  the  Organizational  Plan 

Review.  * * 32 

6.  Procedure  for  the  Review  of  the  Organizational 

Plan 33 

7.  Method  by  Which  Firm  Has  Been  Able  to  Limit  the 

Humber  of  Employees  Reporting  to  One 

Executive  ...••••  36 

S.  Method  Used  by  Firm  to  Avoid  Too-finely  Divided 

Functions  • ...........  37 

9.  Selected  Factors  Aiding  in  the  Development  of 

Company  Loyalty  39 

10.  Attempted  Solution  of  Accumulation  of  Miscel- 

laneous and  Unrelated  Activities  Under  One 
Executive  41 

11.  Method  of  Adjusting  the  Duties  and  Responsi- 

bilities of  an  Executive  Position  to  the 
Individual 43 

12'.  Company  Policy  Concerning  Inbreeding  and  Bring- 
ing Outsiders  into  the  Organization  .....  46 

v 


13.  Method  by  Which  Policies  are  Made  Known  to 

Executive  and  Subordinate  Personnel  .....  51 

14.  Review  and  Check  of  Maintenance  Outlays  ....  54 

15.  Review  and  Check  of  Operating  Expenses 56 

16.  Selected  Personnel  Plans,  62 

17.  Practice  Followed  in  Dealing  With  Executives 

Who  Raise  Serious  Personnel  Problems  Because 
of  Personalities  or  Old  Age . 65 

IS.  The  Application  of  Job  Rating  to  Production, 

Clerical,  and  Supervisory  and  Staff 

Positions  ...........  67 

19.  The  Principal  Means  of  Determining  and 

Changing  the  Line  of  Products 72 

20.  Principal  Method  by  Which  the  Standard  of 

Quality  of  the  Product  is  Determined.  ....  73 

21.  Party  of  Prime  Responsibility  for  Keeping 

Facilities  Adequately  Competitive  ......  75 

22.  Executive  Level  at  Which  the  Authority  for 

Price  Policies  and  Practices  Exist 79 

23.  Party  of  Prime  Authority  for  Entering  New  Mar- 

ket Areas  or  Withdrawing  from  Existing 

Areas  .......  ......  SO 

24.  Method  of  Prime  Importance  in  the  Determination 

of  the  Rate  of  Plant  Operation.  .......  £2 

25.  Steps  Taken  to  Control  Demands  for  Departmental 

Services.  £5 

26.  Method  Used  to  Relieve  Executives  of  Unneces- 

sary and  Time  Consuming  Administrative 

Detail £7 

vi 


CHAPTER  I 


INTRODUCTION:  THE  PROBLEM 

The  study  of  top-manageaient  is  a recent  phenomenon. 
Prior  to  the  growth  of  corporations,  businesses  were  rela- 
tively small  proprietorships  operated  according  to  experi- 
ence rather  than  in  terms  of  principles.  The  individual 
proprietorship  originally  had  no  division  between  ownership 
and  managership.  The  entrepreneur  furnished  the  necessary 
capital  and  also  took  an  active  part  in  running  the  business 
All  major  decisions  were  made  by  the  owner,  and  he  was  sup- 
posed to  be  able  to  draw  on  his  previous  experiences  to 
operate  the  business  at  a profit.  The  simple  organization 
of  the  sole  proprietorship  involved  a small  number  of  employ 
ees,  which  made  for  the  existence  of  a close  relationship 
between  the  employer  and  his  employee  s.-*- 

This  close  relationship  was  still  maintained  in  some 
degree  under  the  general  partnership,  where  the  advantages 
of  mutual  aid  in  the  making  of  decisions,  and  additional 
contributors  of  capital,  were  also  present.  But  businesses 
were  destined  to  increase  in  number  and  size  as  the  use  of 

^Ri chard  N.  Owens,  Management  of  Industrial  Enter- 
prises (Homewood,  111.:  Richard  ID. ’’Irwin,  Inc.,  1954) » 

p.  3. 
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mechanized  production  methods  became  more  prevalent.  How- 
ever, the  individual  proprietorship  and  the  general  partner- 
ship were  not  equipped  to  furnish  the  large  amounts  of  capi- 
tal demanded  by  such  expansion. 

For  the  raising  of  capital  funds  the  corporate  form 
of  business  was  ideal.  However,  it  involved  a division  of 
ownership  and  management.  The  purchasers  of  the  corpora- 
tion’s stocks  were  in  effect  absentee  owners  since  their 
holdings  were  diverse  and  their  locations  scattered.  The 
owners  found  it  necessary  to  elect  men  to  represent  them, 
who  in  turn  either  acted  themselves  or  appointed  profession- 
al managers  to  run  the  enterprise.  As  the  number  of  employ- 
ees increased  substantially,  it  was  no  longer  possible  to 
maintain  the  close  relationship  between  the  employer  and  the 
workers  as  it  existed  in  the  earlier  forms  of  business.'1' 

Problems  of  control  began  to  assume  increasing  com- 
plexity and  it  eventually  became  necessary  to  formulate 
certain  principles  to  aid  in  their  solution. 

Statement  of  the  Problem.  It  is  the  purpose  of  this 
study  (1)  to  present  a description  of  some  leading  Milwaukee- 
Chicago  area  organizations  engaged  in  business  operations; 
and  (2)  to  judge  the  effectiveness  of  their  means  and 
methods  of  applying  controls  within  their  organizations.  By 

^bid. 
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"control  effectiveness”  we  refer  to  the  extent  that  manage- 
ment is  able  to  compare  any  result,  or  group  of  results,  to 
the  standard  set  up  for  the  measurement  of  their  expected 
accomplishment,  and  also  the  extent  to  which  the  standards 
have  been  established. 

This  study  is  primarily  concerned  with  the  phase  of 
management  that  controls  a company’s  over-all  activities. 

It  explores  the  application  of  managerial  controls  from  a 
top-management  point  of  view.  The  role  of  the  chief  execu- 
tive has  uecome  increasingly  difficult  as  firm  size  increas- 
es and  operations  become  more  and  more  decentralized.  Many 
activities  performed  by  the  executive  when  the  firm  was 
small  must  now  be  delegated  to  subordinates.  Responsibility 
and  authority  must  be  fixed  in  numerous  situations.  The 
firm’s  activities  must  be  regulated  in  accordance  with  the 
requirements  of  a business  plan  so  that  the  final  objective 
of  each  project  can  be  achieved  satisfactorily.  This  situa- 
tion calls  for  professional  management. 

The  professional  manager  must  be  ever  alert  to  see 
that  plans  materialize  into  effective  operations.  "Execu- 
tive constraint  and  regulation  of  business  activities— or 
control— is  applied  with  a view  to  assuring  the  proper  per- 
formance of  functions  and  coordinated  action,  and  thus  has 
three  principal  phases:  ll)  insuring  proper  performance  as 

specified  by  the  business  plan,  (2)  coordinating  effort  in 
conformity  with  the  requirements  of  the  plan,  and  (3)  remov- 
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ing  interferences  to  the  proper  execution  of  the  plan."'*' 

The  surveyed  organizations  will  be  analysed  to  see 
how  well  they  are  following  these  phases  of  control.  It 
will  also  be  observed  whether  the  collected  information  dis- 
closes any  particular  patterns  of  managerial  control  or  to 
what  extent  the  nature  of  the  controls  is  dictated  by  the 
requirements  of  the  individual  concerns. 

Since  general  background  information,  as  well  as 
information  bearing  directly  on  the  question  of  control  was 
necessary  in  order  to  interpret  any  findings,  the  following 
topics  were  used  as  the  basis  of  each  interview  in  making 
the  study: 

I.  General  Information  Concerning  the  Businesses 

A.  Type  of  business 

B.  Firm’s  major  products  or  services 

C.  Number  of  employees 

D.  History  of  firm 

II.  Information  Concerning  Managerial  Controls 

A.  Organization 

B.  Policies 

C.  Appropriations  and  disbursements 

D.  Industrial  relations 

E.  Operations 

^Ralph  C.  Davis,  Industrial  Organization  and  Manage- 
ment (New  York:  Harper  k Brothers,  1940},  p.  106. 
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F.  Outside  relationships 

G.  Departmental  services 

H.  Demands  upon  top-management’s  time 

Supplementary  material,  of  value  in  interpreting  the 
answers  to  these  12  topics,  will  also  be  included  in  this 
study. 

It  is  important  that  the  reader,  as  well  as  the  in- 
vestigator, have  a complete  understanding  of  certain  basic 
concepts  relative  to  the  topics  discussed  as  "Information 
Concerning  Managerial  Controls.”  Such  information  is  pre- 
sented in  the  balance  of  this  chapter. 

Organization.  Organization  is  usually  thought  of  as 
the  structural  relationship  among  the  various  factors  of  an 
enterprise.  Men,  materials,  methods,  finances,  markets  and 
machines  must  be  co-ordinated;  that  is  the  job  of  management. 
The  plan  employed  may  be  formal  or  informal.  As  the  enter- 
prise grows,  the  formal  delegation  of  responsibilities  and 
authority  becomes  essential.  Not  only  must  the  organiza- 
tional structure  be  enlarged,  but  the  methods  used  for  con- 
trols must  be  changed  whenever  the  organization  reaches  a 
position  where  it  can  no  longer  be  operated  adequately  by 
direct  personal  contact. 

There  is  no  one  plan  of  organization  that  is  satis- 
factory for  all  types  of  business.  A plan  which  is  workable 
at  one  time  may  not  be  satisfactory  in  the  same  enterprise 
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as  activities  multiply  or  conditions  change.  It  is  possible, 
however,  to  indicate  some  of  the  attributes  of  a workable 
organization  plan,* 

The  attribute  of  adaptation  rests  upon  the  prin- 
ciple that  the  organization  will  vary  with  the  purpose  or 
objective,  the  number  of  employees,  the  variety  of  products 
manufactured,  the  services  rendered  to  customers,  the  num- 
ber of  units  and  other  characteristics.  Therefore,  the  form 
of  organization  that  might  be  suitable  for  one  business  at  a 
given  time  cannot  be  used  without  adaptation  by  another. 

A sound  organization  plan  places  responsibility  for 
all  work  which  must  be  done.  This  involves  definite  assign- 
ment of  all  tasks,  clear-cut  lines  of  responsibility  among 
divisions  and  departments,  and  the  prevention  of  overlapping 
duties. 

Another  essential  element  of  an  organization  plan 
for  adequate  management  is  the  provision  for  definite  chan- 
nels of  supervision  and  communi cation.  With  the  possible 
exception  of  the  man  at  the  top,  everyone  is  directed  by  a 
superior.  Since  control  of  the  entire  organization  is  cen- 
tered in  top-management,  it  is  paramount  that  channels  of 
communication  serve  the  entire  organization  both  vertically 

3-1  bid. . p.  103. 
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and  horizontally.-5- 

A workable  organization  plan  should  also  indicate 
the  lines  of  promotion.  Some  employees  do  not  wish  to 
assume  the  increased  responsibility  that  attends  advance- 
ment, while  others  have  certain  limitations  of  ability. 
Management  should,  therefore,  advance  only  those  whose 
interests  and  capacities  are  well  suited  to  the  available 
opportunities. 

There  must  be  logical  assignment  of  responsibilities 
within  a division  or  department.  Division  managers  should 
be  placed  in  charge  of  major  activities,  such  as  production, 
finance,  accounting  or  sales.  Persons  reporting  to  the  var- 
ious managers  should  be  in  charge  of  a logical  subdivision 
of  the  major  activity.  This  principle  should  be  practiced 
throughout  the  entire  organization.  Not  only  should  one 
person  supervise  each  activity  or  subdivision  of  an  activity, 
but  no  one  should  be  over-loaded  by  the  assignment  of  func- 
tions requiring  different  capacities. 

The  organization  should  provide  for  the  full  utili- 
sation of  the  knowledge  and  ability  of  all  persons  associ- 
ated with  the  business.  Top-management  cannot  possibly 
grasp  ail  the  facts  and  details  of  the  business.  In  the 
line  and  staff  organization,  for  example,  there  are  numerous 

^•Harold  Koontz  and  Cyril  O’Donnell,  Principles  of 
Management  (New  York:  McGraw-Hill  Book  Co. , 1955 f» 

pp  • 3+IO-411 . 
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specialists  who  know  more  about  their  specific  fields  than 
the  general  manager  can  be  expected  to  know.  Some  way  must 
be  found  to  use  the  knowledge  and  training  of  these  subordi- 
nates in  helping  to  formulate  departmental  policies.  The 
method  for  obtaining  from  the  specialists  their  points  of 
view  and  advice  is  partly  a matter  of  procedure  and  partly 
a matter  of  organization. -1- 

Some  companies,  however,  may  be  required  to  do  the 
best  they  can  with  the  candidates  who  are  available.  Such 
firms  attempt  to  adjust  the  duties  and  responsibilities  of 
an  executive  position  to  the  Individual,  The  result  is  that 
often  unrelated  activities  are  assigned  to  one  person  who 
may  have  an  almost  impossible  workload.  Such  a situation 
may  be  acceptable  as  a temporary  expedient  which  should  be 
corrected  as  soon  as  possible. 

Proper  distribution  of  work  is  an  essential  quality 
of  a good  organization  plan,  but  it  is  sometimes  difficult 
to  achieve.  Where  tasks  are  assigned  on  a purely  functional 
basis,  it  often  results  in  an  uneven  workload  distribution. 
It  can  scarcely  be  expected  in  a retailing  enterprise,  for 
example,  that  service,  merchandising  and  finance  would  make 
the  same  demands  upon  the  executives  in  charge  of  each  of 
these  divisions.  The  same  is  true  of  the  allocation  of 

^-Raymond  E.  Glos  and  Harold  A.  Baker,  Introduction 
to  Business  (Cincinnati:  South-Western  Publishing  Co., 

1955T7pp7"93-95. 
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duties  at  other  levels.  The  amount  of  work  can  also  become 
unequal  because  of  the  differences  in  the  experience,  abili- 
ty and  training  of  the  executives,  a3  well  as  their  capaci- 
ties to  accomplish  tasks.  If  the  assignment  of  new  functions 
were  given  to  those  with  clean  desks,  it  might  result  in  the 
overloading  of  capable  executives. 

Many  organizations  are  poorly  balanced  because  the 
top-executives  are  more  interested,  by  training  and  experi- 
ence, in  some  divisions  than  in  others.  If  an  organization 
were  properly  balanced,  the  size  of  each  division  or  depart- 
ment would  be  adequate  in  relation  to  all  others.  The  ac- 
counting division,  for  example,  would  be  just  large  enough 
to  provide  the  records  and  reports  essential  to  management. 
Sales  would  be  ju3t  large  enough  to  market  the  output  of  the 
production  division.  In  theory,  the  organization  should  not 
neglect  any  important  functions,  nor  stress  unimportant 
functions,  and  no  department  should  be  over-  or  under-devel- 
oped in  relation  to  the  others. ^ 

Responsibility  for  balancing  the  organization  must 
be  centralized  at  the  top.  Centralization  of  authority  im- 
plies that  final  responsibility  for  the  success  of  the  enter- 
prise has  been  placed  in  one  individual  and  that  he  has  been 
given  the  authority  to  see  that  the  firm’s  objectives  are 

^•Morris  E,  Hurley,  Elements  of  Business  Administra- 
tion (New  York:  Prentice-Hall,  tne.,  19$3)»  p.  3&d. 
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accomplished.  It  does  not  mean,  however,  that  the  head  of 
the  organization  attempts  to  make  all  decisions  or  attend  to 
all  details. 

Those  accountable  to  the  chief  executive  should  not 
exceed  a reasonable  number  for  adequate  supervision  and  con- 
trol, When  the  span  of  control  is  excessive,  the  chief  may- 
be forced  to  let  his  subordinates  act  too  much  on  their  own 
initiative  and  judgement,  without  proper  direction  and 
control. 

Vertical  and  horizontal  communication  ties  together 
the  group,  and  aids  that  co-ordination  which  is  necessary  to 
build  the  individuals  within  the  firm  into  an  organization 
tuned  toward  a common  objective.  Vertical  co-ordination  in- 
volves the  relations  of  those  persons  who  work  together  at 
the  various  levels,  while  horizontal  co-ordination  involves 
the  relationships  in  various  departments  on  the  same  level. 
It  is  possible  that  divisional  and  departmental  rivalries 
may  interfere  with  the  development  of  adequate  co-ordination; 
departmental  or  plant  loyalties  may  result  in  a limited 
rather  than  a company-wide  point  of  view. 

Policies.  The  development  of  a company-wide  point 
of  view  is  governed  by  the  general  plan  of  action  that 
serves  as  a guide  in  the  operation  of  a business.  Policies 
comprise  a basic  framework  of  management  decisions  which 
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set  the  course  the  company  is  to  follow.^*  Top  policy  making 
is  distinctly  one  of  the  duties  of  the  board  of  directors. 

The  implementing  policies  of  management  guide  the  affairs  of 
the  firm.  They  enable  a busy  executive  to  delegate  duties 
to  subordinates  with  confidence  that  they  will  be  carried 
out  according  to  plan. 

Folicy  modifications,  to  keep  abreast  of  changing 
conditions,  should  be  made  after  careful  study,  and  then  be 
communicated  to  all  executives  and  supervisors  affected. 
Whether  policies  are  written  or  conveyed  orally,  the  employ- 
ee^ efforts  must  be  directed  toward  desired  ends  so  that 
company  operation  is  continuous  and  consistent.2 

Appropriations  and  Disbursements.  Cne  phase  of  top- 
management  is  concerned  with  the  problem  of  providing  and 
handling  funds  that  are  required  by  the  business.  Financial 
policies  cover  appropriations  and  expenditures  for  plant  and 
equipment,  operation,  maintenance,  professional  services  and 
outside  contracts.  Some  appropriation  requests  are  rather 
routine  while  others  are  required  for  each  item  cf  expendi- 
ture as  it  is  made,  even  though  it  is  included  in  an  approved 
budget.  Such  a request,  is  approved  only  after  review  by  an 
authorized  official  or  committee.  The  size  of  the  disburse- 
ment should  be  a determining  factor  in  the  rank  cf  the  exec- 

3-William  H.  Newman,  Business  Policies  and  Management 
(Cincinnati:  South-Western  Publishing  Company,  lyi>3),  p.  57. 

2lbid. 
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utive  whose  authorization  must  he  secured.  For  example, 
where  provision  for  a new  project  has  not  been  made  in  the 
capital  budget,  approval  of  a top-ranking  official  is  re- 
quired; a subordinate  official  may  sanction  budgeted  items.1 

Industrial  Relations.  Another  phase  of  top-manage- 
ment involves  personnel  and  industrial  relations.  To  some 
people,  industrial  relations  includes  union-management  ac- 
tivities as  well  as  direct  dealings  with  employees.  Other 
authorities  include  such  activities  under  personnel  adminis- 
tration or  personnel  management.  It  has  been  suggested  that 
the  term  personnel  administration  and  management  would  be 
more  consistent  with  standard  management  terminology,  since 
administration  conveys  the  concept  of  policy  determination 
and  management  Implies  the  carrying  out  of  these  policies.2 

The  numerous  functions  of  a personnel  department  may 
be  adequately  performed  by  one  unit  in  a small  plant,  but  a 
larger  firm  often  separates  the  various  activities  into  dif- 
ferent divisions  within  the  department.  The  major  divisions 
of  the  personnel  department  are  employment,  record  keeping, 
job  evaluation  and  merit  rating,  safety  and  health,  educa- 
tion and  training,  pensions  and  insurance,  wage  surveys  and, 
in  some  organizations,  wage  administration,  adjustment  of 

■^Jules  I.  Bo  gen,  Financial  Handbook  (New  York:  The 

Ronald  Press  Co.,  1950),  p.  ^5$. 

^William  R.  Spriegel,  Principles  of  Business  Organi- 
zation (New  York:  Prentice-Hall  Inc. , 1946),  p.  417. 
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grievances,  and  collective  bargaining.1 

Operations.  Besides  being  faced  with  the  basic 
problems  of  determining  objectives  and  policies,  setting  up 
an  organization,  and  assembling  the  necessary  resources, 
every  manager  must  face  the  problem  of  guiding  operations. 
This  group  of  executive  duties  includes2: 

I.  Establishing  operating  methods  and  procedures  to 
guide  detailed  activities 

II.  Setting  up  programs  and  schedules  which  specify 
when  actions  are  to  be  taken 

III.  Exercising  supervision  over  the  work  as  it 
progresses 

IV.  Maintaining  control  to  assure  that  operations 
actually  accomplish  the  results  planned 

It  should  not  be  thought,  however,  that  these  four 
steps  always  take  place  in  the  order  listed  and  begin  only 
after  the  other  basic  problems  are  settled.  The  various 
phases  of  business  are  often  mixed,  requiring  an  outline  of 
logical  relationship  in  order  to  help  orientate  executive 
thinking. 

Outside  Relationships.  The  executive  must  give 
thought  to  both  external  and  internal  forces  influencing  the 
balance  within  an  organization.  Three  large  groups  that 
exert  pressure  upon  the  concern  from  without  are  labor 
unions,  community  groups  and  the  government.  If  these  pres- 

llbid. . p.  413. 

2Newman,  op.  cit.,  p.  599. 
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sures  are  somewhat  equal,  the  business  has  less  difficulty 
in  maintaining  internal  equilibrium.  But  when,  for  example, 
consumers  exert  a disproportionate  share  of  influence,  the 
degree  of  wout-of-balancew  may  prove  harmful  since  the 
amount  of  time  given  this  factor  may  be  at  the  expense  of 
neglecting  the  other  factors  influencing  the  organization.^- 

Departmental  Service.  Another  out-of-balance  situa- 
tion may  be  avoided  if  proper  steps  are  taken  to  control  de- 
mands for  services  of  such  departments  as  research,  engineer- 
ing, statistical  and  legal.  For  firms  possessing  a complete 
budget  system  of  a fixed  or  variable  nature,  these  items 
would  be  included.  In  other  organizations  such  demands  may 
be  covered  by  separate  appropriations  upon  request  from  time 
to  time.* 2 

Demands  upon  Top-Management  * s Time.  No  executive 
can  handle  all  the  activities  of  a sizeable  business  by  him- 
self. Even  the  sole  proprietor  finds  that  he  needs  person- 
nel to  adequately  serve  increasing  problems.  It  is  the  pri- 
mary responsibility  of  the  executive  to  have  competent 
people  under  his  direction  just  as  a plant  manager  must  have 
able  men  on  the  operative  level.  Only  then  can  the  execu- 
tive afford  to  delegate  some  of  his  work  in  order  to  concen- 

%alter  D.  Scott,  Robert  C.  Clothier,  and  William  R. 
Spriegel,  Personnel  Management  (New  York:  McGraw-Hill  Book 

Company,  Inc.,  1949),  pp*  14-15. 

28ogen,  op.  cit..  p.  673. 
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trate  his  personal  attention  to  the  top  responsibilities  in 
his  company  or  division.^- 

Top-management  achieves  over-all  planning  and  con- 
trol of  the  business  when  it  (1)  determines  and  reviews  pol- 
icies of  the  business;  (2)  determines  a basic  organization 
structure  to  execute  these  policies;  ( 3 ) fills  supervisory 
and  key  positions  with  competent  people  to  whom  the  chief 
executive  can  delegate  (4)  analyzes  the  primary  operational 
reports;  (5)  initiates  research  and  forecasts;  (6)  formu- 
lates long-term  projects;  and  (7)  employs  profit-making 
tools  such  as  budgets  and  standards.* 2 

^Newman,  op.  cit..  p.  509. 

2 

John  A.  Shubin,  Business  Management  (New  York: 
Barnes  & Noble,  Inc.,  1954-),  p.  351* 


CHAPTER  II 


METHOD  OF  PROCEDURE 


Much  has  been  written  about  managerial  controls  in 
general.  The  conclusions  of  leading  authorities  on  manage- 
rial controls  was  utilized  in  devising  the  content  of  con- 
trol observations  gathered  in  this  survey.  Some  comments  of 
the  recognized  leaders  on  the  general  aspects  of  managerial 
control  will  be  examined  at  this  point. 

How  management  should  control  its  activities  is  out- 
lined by  Holden,  Fish  and  Smith  as: 

Management  should  be  free  to  devote  its  major  atten- 
tion to  planning,  directing,  and  coordination  of  activi- 
ties. The  problem  is  one  of  giving  authority  to  those 
who  are  capable  of  exercising  it  and  yet  retain  control 
in  the  hands  of  those  ultimately  responsible.  The  solu- 
tion is  the  safe  delegation  of  the  authority  held  by 
management  by  setting  up  adequate  means  of  control. * 

William  B.  Cornell  has  stated  his  views  on  this 
subject  as  follows: 

The  principle  of  centralized  executive  controls  with 
delegation  of  authority  and  responsibility  requires  the 
establishment  of  definite  lines  of  supervision  and  a 
tapering  of  authority  from  the  chief  executive  down  to 
the  junior  executives  and  the  foreman  in  direct  charge 


Ipaul  E.  Holden,  Lounsbury  3.  Fish,  and  Hubert  L. 
Smith,  Top  Management  Organization  and  Control  (New  York: 
McGraw-Hill  Book  Co.,  1951),  pp.  77-78. 
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of  the  workers.^- 

The  purpose  of  controls  is  seen  by  D.  C.  Wright  as; 

The  real  purpose  of  controls  is  to  insure  full  com- 
pliance in  all  phases  of  operations,  with  standards  of 
performance  and  the  constant  alertness  to  any  possible 
variations  from  such  standard  through  changes  in  materi- 
als, facilities,  or  other  matters.* 2 

The  relationship  between  the  executive  and  control, 
according  to  Chester  I.  Bernard,  is; 

Control  relates  directly,  and  in  conscious  applica- 
tion chiefly,  to  the  work  of  the  organization  as  a whole 
rather  than  to  the  work  of  executives  as  such.  But  so 
heavily  dependent  is  the  success  of  cooperation  upon  the 
functioning  of  the  executive  organization  that  practi- 
cally the  control  is  over  executives  for  the  most  part. 3 

John  B.  Thurston  describes  what  he  considers  a new 
concept  of  managerial  control,  known  as  the  central  control 
unit. 4 The  objective  of  the  central  control  unit  is  to 
advise  top-management  concerning  current  conditions  and  sit- 
uations in  the  company  as  a whole,  together  with  suggestions 
for  improvement.  Top-executives  in  large  corporations  do 
not  have  time  to  personally  perform  all  their  necessary 
duties,  nor  indeed  to  collect  the  information  required  for 


1' villi am  B.  Cornell,  Organization  and  Management  in 
Industry  ana  Business  (New  YorET  the  Ronald  Press  Co., 

1947),  p.  43. 

2D.  C.  Wright,  "Operational  Controls,"  Welding  Jour- 
nal, Vol.  32,  (April,  1953). 

3chester  I.  Bernard,  The  Functions  of  the  Executive 
(Cambridge;  Harvard  University  Press,  1951 [,”p.  223. 

4john  B.  Thurston,  "A  New  Concept  of  Managerial  Con-  c 
trol,"  in  A.  M.  A.  Bulletin,  Company  Development  and  Top 
Management  Control,  General  Management  Series  No.  134.  \xv-  •• 


making  rational  decisions.  Thus  the  control  unit  is,  in 
reality,  an  extension  of  the  personalities  of  the  executives 
who  comprise  top-management.  It  does  the  collecting  and 
analyzing  of  data  which  these  men  would  do  themselves  were 
demands  on  their  time  less  pressing. 

S.  F,  L.  Brech  feels  that  no  control  system  can  of 
itself  achieve  effectiveness.^-  None  can  ever  be  more  than  a 
tool;  it  cannot  even  be  a lasting  prop  for  deficiencies  in 
management.  Controls  show  the  current  position,  and  manage- 
ment has  to  make  the  decisions. 

* 

Billy  E,  Goetz  feel3  that  the  details  of  control 
become  unmanageably  voluminous  at  the  upper  organizational 
levels. 


The  general  manager  of  even  a small  enterprise  can- 
not afford  time  to  review  each  minor  operation,  to  com- 
pare standard  with  performance  for  each  day  of  each 
employee’s  time,  to  investigate  all  significant  devia- 
tions, and  to  initiate  the  required  remedial  action.  He 
must  delegate  the  details  of  control  as  well  as  the 
details  of  planning.2 

Management  must  reach  the  decision  on  the  course  of 
corrective  action  to  be  taken  as  the  result  of  applied 
controls. 

When  this  comparison  of  performance  with  the  strate- 
gically selected  standards  shows  significant  deviations, 
corrective  action  is  necessary  if  the  control  is  to  have 


•4s . F.  L.  Brech,  Management  Its  Nature  and  Signifi- 
cance (Londons  Sir  Issac  Pitman  & Sons,  Ltd.,  1948), 
pp.  55-#6. 

23illy  E.  Goetz,  Management  Planning  and  Control 
(New  York:  McGraw-Hill  Book  Co.,  1950),  p.  234. 
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any  real  influence  on  results.  Corrective  action  nor- 
mally consists  of  adjusting  the  physical  and  external 
situation  to  permit  the  desired  action;  reviewing  the 
direction,  training  and  selection  of  those  doing  the 
work;  improving  motivation;  and  modifying  plans  where 
necessary.! 

Considerable  additional  material  on  managerial  con- 
trols (listed  in  the  bibliography)  was  consulted.  However, 
since  no  one  had  touched  directly  on  the  Milwaukee-Chicago 
area’s  problem,  it  was  necessary  to  formulate  topics  for  the 
collection  of  data  relating  to  the  various  aspects  of 
methods  by  which  managerial  controls  were  applied  in  selec- 
ted business  firms.  Field  interview  procedure  cited  by 
Holden,  Fish,  and  Smith  was  helpful  in  formulating  the 
topics.* 2  Preliminary  discussions  were  held  with  five  teach- 
ers of  business  subjects,  one  of  whom  had  spent  many  years 
in  industry.  Information  was  requested  which  would  not  vio- 
late confidential  practices  within  the  firm,  but  which  would 
prove  practical,  important,  and  relevant  in  showing  the  con- 
trol activities  of  each  business.  The  nature  of  the  topics 
was  such  that  the  material  collected  would  ultimately  reveal 
each  firm’s  application  of  managerial  controls. 

The  Milwaukee-Chicago  area  has  thousands  of  impor- 
tant business  firms.  Sixty- three  companies  were  selected 
from  the  categories  of  manufacturers,  retailers,  whole- 

!wiliiam  H.  Newman,  Administrative  Action  (New  York: 
Prentice-Hall,  Inc.,  1951),  p.  U2&, 

2Holden,  Fish,  and  Smith,  op.  cit.,  pp.  246-251. 
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salers,  and  services.  This  is  the  same  classification  em- 
ployed by  the  Bureau  of  Cen3U3,  United  States  Department  of 
Commerce,  in  giving  the  nuraber  of  business  firms  by  type. 
These  companies  were  logical  for  this  study  because  they 
were  businesses  of  all  3izes  and  types,  firms  which  are  rep- 
resentative of  our  nation’s  business  activity  as  well  as  of 
Milwaukee-Chicago  commerce. 

All  the  material  in  this  survey  was  gathered  in  per- 
sonal interviews  from  representatives  of  top-  and  middle- 
management.  Definite  appointments  were  made  with  various 
executives  for  each  company.  A concise  report  of  the  mate- 
rial discussed  in  each  interview  is  given  in  Appendix  D.  A * 
conscientious  effort  was  made  to  talk  to  men  occupying  high 
positions  in  the  organization.  These  individuals  were  not 
only  ultimately  responsible  for  all  business  activity,  but 
they  were  in  a position  of  authority  to  do  something  about 

controlling  it.  The  majority  of  the  executives  interviewed 

\ 

held  ranks  such  as  president,  vice-president,  secretary, 
treasurer,  and  controller.  Table  1 shows  the  type  of  execu- 
tive interviewed. 

After  the  interviews  were  completed,  a description 
of  the  companies  was  obtained  by  analysis  of  the  type  of 
product,  the  nature  of  the  business,  the  number  of  employ- 
ees, and  the  history  of  each  firm. 

The  application  of  managerial  controls  in  each  con- 
cern was  made  clear  for  presentation  in  this  study  through 
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the  comments  made  by  the  interviewees.  These  comments  show 
the  effect  of  control  on  organization,  policies,  appropria- 
tions and  disbursements,  industrial  relations,  operations, 
outside  relationships,  departmental  service,  demands  upon 
top-management’s  time,  and  additional  activities. 

TABLE  1 

EXECUTIVES  INTERVIEWED  OF  THE  FIRMS 
INCLUDED  IN  THE  STUDY 

Position  Number 

Vice-president  13 

President  g 

Secretary  5 

Controller  5 

Treasurer  4 

Production  superintendent  4 

General  manager  3 

Business  manager  3 

General  superintendent  3 

Vice-president  of  sales  2 

Purchasing  agent  2 

Plant  manager  2 

Personnel  manager  2 

Office  manager  2 

Vice-president  of  engineering  1 

Miscellaneous  4 


Total 


63 


CHAPTER  III 


DESCRIPTION  OF  THE  COMPANIES  STUDIED 

A description  of  the  companies  studied  was  necessary 
so  that  the  answers  to  the  topics  on  the  techniques  of  mana- 
gerial controls  could  be  related  to  each  company’s  product 
or  service,  and  position.  For  this  purpose  the  companies 
were  classified  with  respect  to  four  properties  or  charac- 
teristics. 

Type  of  Business.  The  categories  with  respect  to 
the  type  of  business  were  as  follows:  manufacturers,  re- 

tailers, wholesalers,  and  service  industries.  Of  the  63 
companies  selected  for  study,  44  were  manufacturers;  11  were 
service  concerns;  7 were  retailers;  and  1 was  a wholesaler. 
Since  many  of  the  Milwaukee-Chicago  area's  firms  are  manu- 
facturers serving  nation-wide  markets  which  present  peculiar 
problems  of  management  control,  the  stress  of  the  study  is 
placed  on  this  group. 

Firm’s  Ma.lor  Products  or  Services.  Of  the  44  manu- 
facturers interviewed,  30  produced  durable  goods  classified 
as  follows:  16  produced  machinery;  5 manufactured  automo- 

biles and  equipment;  and  9 made  other  forms  of  durable  goods. 

Nondurable  goods  were  produced  by  14  of  the  compa- 
nies as  follows:  5 manufactured  chemicals  and  allied  prod- 
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ucts;  3 produced  rubber  and  textile-mill  products,  and  6 
made  other  forms  of  nondurable  goods. 

The  above  categories  are  those  used  by  the  United 
States  Department  of  Commerce  for  the  product  classes  of 
manufacturers.  An  attempt  was  made  to  study  firms  in  all 
these  classes.  The  selection  of  retailers  and  service  or- 
ganizations, however,  followed  no  particular  pattern. 

Most  of  the  retailing  concerns  studied  handled  only 
clothing  products,  although  a department  store  and  variety 
chain  were  also  included. 

The  service  organizations  included:  catering,  ad- 

vertising, banking,  insurance,  academic,  news,  transporta- 
tion, and  communication  organizations.  A wholesale  druggist 
was  also  interviewed. 

A complete  enumeration  by  firm  of  the  product  manu- 
factured, or  handled,  or  the  service  rendered,  is  given  in 
Appendix  B for  each  of  the  63  organizations. 

Number  of  Employees.  The  third  characteristic  con- 
cerned the  number  of  employees  of  each  firm.  A complete 
report  by  firm  is  given  in  Appendix  B. 

The  total  number  of  workers  employed  by  the  63  firms 
included  in  the  study  was  135,833.  The  range  extended  from 
a lumber  company  employing  only  65  workers  to  the  25,000 
employees  of  a steel  company.  Average  employment  computed 
from  ungrouped  data  was  2,157,  but  the  median  number  of 
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workers  compiled  from  the  same  data  was  only  500.  The 
smallness  of  the  median  compared  to  the  arithmetic  mean  can 
be  best  explained  by  an  analysis  of  the  distribution. 

Twenty-four  firms  employed  fewer  than  250  persons. 
Fifteen  firms  had  a work  force  between  250  and  1,250.  Nine 
firms  employed  at  least  1,250  but  under  2,250  people.  Five 
firms  had  2,250  and  under  3»250  individuals  on  their  pay- 
rolls. Ten  firms  employed  3»250  or  more.  This  grouped  data 
is  shown  in  Table  2. 

TABLE  2 

FREQUENCY  DISTRIBUTION  OF  EMPLOYEES 
COMPRISING  THE  WORK  FORCE  OF 
INTERVIEWED  FIRMS 

Employment  Class  Number  of  Firms 

Fewer  than  250  24 

250  and  under  1,250  15 

1.250  and  under  2,250  9 

2.250  and  under  3»250  5 

3.250  and  over  10 

Total  63 

The  above  employment  classes  are  convenient  for 
classification  and  analysis.  It  is  not  claimed  that  the 
number  of  firms  in  the  respective  classes  are  of  the  same 
proportion  as  in  the  universe  from  which  they  were  drawn. 
Considerable  thought,  however,  wa3  given  to  their  selection 
so  that  the  control  activities  of  different  sized  firms 
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could  be  readily  observed. 

The  frequency  table  3hows  that  the  thirty-second 
firm  (median  organization)  falls  in  the  class  between  250 
and  1,250.  The  value  was  500  for  ungrouped  data.  This 
shows  that  small  business  is  adequately  represented. 

Table  2 also  shows  that  10  concerns  employed  a mini- 
mum of  3,250  persons.  An  analysis  of  the  raw  data  disclosed 
that  4 of  these  firms  were  largely  responsible  for  raising 
the  arithmetic  mean  of  the  ungrouped  data  to  2,157.  The 
large  firms  and  the  number  of  their  employees  were: 
Allis-Chalmers  Manufacturing  Company,  17,604;  Inland  Steel 
Company,  25»000;  A.  0.  Smith  Corporation,  9,500;  and  the 
Wisconsin  Telephone  Company,  9, #40.  These  concerns  will  be 
watched  to  see  if  they  enounter  any  special  problems. 

History  of  Firm.  The  material  relating  to  the 
history  of  each  of  the  63  firms  has  been  placed  in  Appendix 
D. 


CHAPTER  IV 


APPLICATION  OF  MANAGERIAL  CONTROLS  OF  BUSINESSES 
TO  THEIR  ORGANIZATIONAL  PLANS 

Organization.  Organization  was  important  because  it 
indicated  whether  the  company  had  developed  and  maintained 
the  proper  relationships  between  functions,  natural  apti- 
tudes, and  the  physical  factors  of  environment  which  lead  to 
willing  cooperation  and  efficient  management  leadership. 

No  other  activity  of  management  is  more  important 
than  organization;  and,  as  will  be  pointed  out  in  the  fol- 
lowing pages,  none  is  more  difficult  to  control  effectively. 

% . 

The  planning  of  an  organization  is  important  in  con- 
nection with  its  subsequent  control.  Therefore,  this  ques- 
tion was  asked  of  each  firm:  ”Has  a future  plan  been  worked 

out?rt 

Only  76  per  cent  of  the  firms  reported  having  made 
future  organization  plans.  Since  planning  is  one  of  the 
fundamental  phases  of  management,  the  lack  of  foresight  in 
this  area  by  15  firms  is  regrettable.  The  interviewer’s 
initial  impression  was  that  this  ineptness  may  have  spread 
to  the  phases  of  organizing  and  controlling  activities  of 
these  companies.  This  point  will  be  explored  later.  Non- 
planning was  neither  peculiar  to  any  particular  type  of 
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business  nor  size  of  firm;  it  was  found  in  organizations  of 
all  kinds. 

Of  the  4#  companies  stating  that  they  had  future 
plans,  10  have  been  selected  for  analysis  to  show  the  diver- 
sity in  their  approaches  to  company  planning.  This  selec- 
tion was  governed  by  the  type  of  firm  and  its  product  class. 
An  attempt  wa3  made  to  include  a concern  from  each  class  and 
sub-class.  The  wholesaler  was  the  sole  exception  since  this 
corporation  was  one  of  the  15  organizations  not  possessing  a 
definite  future  plan. 

Company  expansion  was  the  most  frequent  element  of 
future  planning.  Table  3 summarizes  the  findings  with  re- 
spect to  the  future  planning  of  the  10  companies.  However, 
it  must  be  realized  that  some  firms  were  reluctant  to  di- 
vulge their  activities,  so  that  the  data  represents  only  a 
portion  of  their  future  planning. 


TABLE  3 

SELECTED  FUTURE  PLANS 


Name  of  Firm 


Nature  of  Plan 


Acme  Chemical  Company 


General  manager  i3  currently 
investigating  west  coast  sales 
potential  for  possible  expan- 
sion into  that  area. 


Allis-Chalmers  Manufac- 
turing Company 


The  Buda  Corporation  of  Harve 


Illinois,  producer  of  diesel 
engines,  having  been  purchased 
this  firm  is  being  gradually 
integrated  into  the  organiza- 
tion. 


TABLE  3— -Continued 


Name  of  Firm 

Nature  of  Plan 

First  Wisconsin  National 
Bank 

Auto-banking  is  being  installed 
as  an  additional  customer 
service. 

Harley-Davidson  Motor 
Company 

Production  plans  are  presently 
completed  through  1957. 

Kearney  and  Trecker 
Company 

Airplane  parts  manufactured  in 
Genoa,  Italy,  are  supplemented 
and  assembled  in  Milwaukee, 
resulting  in  a separate  enter- 
prise, This  company  plans  to 
continue  this  operation. 

A.  George  Schulz  Company 

Young  men  in  the  organization 
are  being  trained  for  key  posi- 
tions, and  the  future  will 
find  more  responsibility  being 
delegated  to  those  with  spe- 
cialized experience. 

Square  D Company 

The  purchase  of  another  plant  in 
Cedar  Rapids,  Iowa,  will  make 
it  increasingly  necessary  to 
utilize  more  college  graduates 
and  train  them  to  fit  the 
needs  of  the  organization. 

Tiger ton  Lumber  Company 

It  is  planned  to  increase  land 
and  timber  procurement,  and 
to  give  assistance  to  farm 
woodlots  through  owner  educa- 
tion. 

Weyenberg  Shoe  Manufac- 
turing Company 

More  complete  utilization  of  a 
promotional  plan,  based  upon 
ability  and  service  is  envi- 
sioned. 

L*  Wieman  and  Company 

The  search  continues  for  new 
locations  which  are  considered, 
checked  and  investigated  be- 
fore being  submitted  to  the 
board  of  directors. 
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From  the  point  where  the  firm’s  activities  must  be 
regulated  in  accordance  with  the  requirement  of  a business 
plan  so  that  the  final  objective  of  each  project  can  be 
achieved  satisfactorily,  we  have  attempted  to  determine 
whether  or  not  the  plans  materialize  into  effective  opera- 
tions. This  involves  placing  the  responsibility  for  organi- 
zation planning,  devising  the  procedure  for  organization 
planning,  subjecting  the  organization  plan  to  periodic  re- 
view, and  removing  interferences  to  the  proper  execution  of 
the  plan.  These  points  will  be  taken  up  in  order. 

Thirty-three  businesses  placed  the  responsibility 
for  organization  planning  squarely  on  the  shoulders  of  the 
board  of  directors  and/or  the  president.  Sixteen  businesses 
designated  a department  head  or  officer  as  the  party  respon- 
sible for  organizational  planning.  Nine  businesses  named  a 
committee  or  council  as  the  agency  of  prime  responsibility. 
One  business  had  organizational  planning  done  by  the  parent 
organization.  Four  businesses  did  not  make  anyone  definite- 
ly responsible  for  organizational  planning. 

It  was  not  surprising  to  find  those  with  highest 
authority  responsible  for  organizational  planning.  This 
group  included  the  directors,  the  president,  the  {secretary, 
and  the  vice-presidents  in  charge  of  the  major  divisions, 
such  as  sales,  finance,  and  manufacturing.  It  was  also  not 
surprising  to  find  members  of  both  administrative  and  opera- 
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tive  management  represented  among  those  assigned  to  this  re- 
sponsibility. The  former  are  concerned  with  the  planning 
and  control  of  the  activities  of  the  organization  and  its 
various  segments  as  business  entities,  and  the  latter  are 
interested  chiefly  with  planning  and  controlling  the  activi- 
ties of  individuals  and  organization  units  in  their  relation 
to  the  proper  performance  of  specific  projects.^ 

Twenty  concerns  used  a formal  board  or  committee 
meeting  as  the  procedure  for  organizational  planning. 

Twelve  firms  relied  upon  informal  discussions  among  execu- 
tives, and  7 utilized  the  rule-of-thumb  methods  of  planning. 
It  is  significant,  however,  to  find  that  17  companies  made 
no  definite  commitment  on  a procedure  for  organizational 
planning.  It  was  customary  for  the  responsible  planner  to 
devise  the  procedure  for  carrying  out  the  planning  function. 
The  fact  that  17  firms  failed  to  divulge  a procedure  leads 
one  to  believe  that  too  little  attention  has  been  given  to 
this  matter  in  some  cases. 

After  the  procedure  for  planning  was  determined,  the 
following  question  was  asked:  "Is  the  organizational  plan 

subject  to  review?"  Of  the  63  companies,  5&  answered  in  the 
affirmative.  Four  companies  mentioned  no  periodic  review  of 
the  organizational  plan.  One  company  did  net  provide  such  a 
review. 


^Davis,  op.  cit..  p.  36. 
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It  was  considered  important  to  know  who  reviewed  the 
organizational  plan,  the  frequency  of  the  review,  and  the 
procedure  used  for  evaluation. 

Almost  half  of  the  companies  held  the  board  of  di- 
rectors and/or  the  president  responsible  for  the  review  of 
the  organizational  plan.  Approximately  1 out  of  every  3 
firms  used  the  committee-council  method  of  review.  (See 
Table  4.) 


TABLE  4 

PARTY  REVIEWING  THE  ORGANIZATIONAL  PLAN 

Comment  Number  of  Firms 

Board-president 
Committee-council 
Department  head-officer 
Parent  organization 
No  definite  commitment 

Total 

The  fact  that  the  reviewing  party  and  the  origina- 
ting party  were  generally  one  and  the  same  appears  to  make 
the  reviewing  process  comparatively  of  little  value.  It  is 
practically  evident  that  an  independent  authority  should  re- 
view the  operations  of  the  organizational  plan. 

There  was  no  apparent  pattern  as  to  the  frequency  of 
the  review  of  organizational  plans.  The  interval  differed 
widely  among  the  various  firms,  as  well  as  within  more  than 
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22 

6 

1 

4 

63 
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a third  of  the  companies,  nor  did  there  seem  to  be  any  simi- 
larity between  concerns  in  the  same  line  of  business.  (See 
Table  5.)  A standard,  or  standard  practice,  should  be  used 
as  a guide  for  carrying  out  the  organizational  plan  review. 
The  fact  that  22  firma  failed  to  set  a standard  period  vio- 
lates sound  management  practice. 


TABLE  5 

FREQUENCY  OF  THE  ORGANIZATIONAL 
PLAN  REVIEW 


Comment 


Number  of  Firms 


No  definite  period  22 

Continually 

Annually  6 

Monthly  5 

Quarterly  5 

Semi-annually  4 

Weekly  4 

Daily  1*> 

Every  5 years  lc 

No  definite  commitment  7 

Total  63 


aThese  firms  had  individuals  whose 
major  duties  involved  continuous  review, 

^This  firm  is  a radio  and  tele- 
vision broadcasting  company. 

cThis  firm  is  a lumber  company. 


The  procedure  for  the  review  of  the  organizational 
plan  is  shown  in  Table  6.  The  method  of  accomplishing  the 
review  generally  involved  those  parties  who  were  connected 
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with  the  initial  procedure  of  organizational  planning,  as 
mentioned  in  the  earlier  portion  of  this  chapter.  The  fact 
that  1 out  of  every  5 businesses  had  no  definite  commitment 
on  a procedure  for  the  review  of  the  organizational  plan 
logically  follows  the  laxity  in  devising  organizational  pro- 
cedure in  these  firms. 


TABLE  6 

PROCEDURE  FOR  THE  REVIEW  OF 
THE  ORGANIZATIONAL  PLAN 

Comment  Number  of  Firms 

Formal  board  and  commit- 
tee meetings  19 

Reports  and  experience  16 

Informal  discussions 

among  executives  15 

No  definite  commitment  13 

Total  63 

Organizational  reviews  should  consider  changes  made 
advisable  or  necessary  by  circumstances  which  have  tended  to 
block  some  intent  in  the  original  plan.  Interferences  with 
the  proper  execution  of  any  business  plan  are  many.  Of  the 
desidecati  for  achieving  organizational  effectiveness,  the 
writer  considers  the  most  important  to  be  the  following; 
limiting  the  number  of  individuals  reporting  to  a single 
executive,  precluding  the  danger  of  too-finely  divided  func- 
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tions,  developing  company  rather  than  departmental  alle- 
giance, preventing  an  accumulation  of  miscellaneous  and  un- 
related activities  under  a single  executive,  adjusting 
duties  and  responsibilities  of  an  executive  position  to  the 
individual,  and  maintaining  proper  balance  between  inbreed- 
ing and  inducting  outsiders  into  the  organization.  These 
problems  will  be  discussed  in  order. 

To  achieve  organizational  effectiveness  the  various 
businesses  were  faced  with  the  problem  of  attempting  to 
limit  the  number  of  employees  reporting  to  one  executive. 
One  can  readily  grasp  the  seriousness  of  this  situation  by 
merely  considering  the  relationships  in  an  organizational 
span  of  5.  The  direct,  group  and  cross  relationships  re- 
quiring co-ordination  in  such  a span  of  functional  subordi- 
nates reporting  to  one  executive  total  41. ^ 

E.  H.  MacNiece  makes  mention  of  this  point  as 

follows: 

Some  high-level  executives  believe  that  they  can 
activate  and  control  a span  of  20  other  executives  who 
report  to  them.  This,  however,  involves  more  than  a 
million  relationships,  which  increase  roughly  in  the 
order  of  2*i-l,  n equaling  the  number  of  persons 
involved.* 2 


*E.  H.  MacNiece 
and  Control  (New  York: 
p.  186. 


2 Ibid. 
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Therefore,  it  appears  questionable  whether  an  execu- 
tive can  do  his  job  effectively  when  his  time  is  demanded  by 
too  many  sub-executives.  None  of  the  surveyed  organizations 
viewed  this  matter  mathematically.  However,  it  was  found 
that  departmentalization  was  the  favorite  device  to  help 
classify  on  various  levels  those  areas  whose  responsibili- 
ties were  closely  related.  This  method  of  avoidance  agrees 
with  MacNiece. 

An  executive  on  any  level  should  have  a span  of 
functions  in  his  responsibility  which  are  generally 
closely  related.  The  span  must  not  be  too  broad  or  the 
interrelationships  will  increase  beyond  his  capacity  to 
manage  them.  The  chiefs  of  the  functions  report  direct- 
ly to  him.l 

Table  7 shows  that  only  one  firm  utilized  a manage- 
ment flow  chart  and  only  one  relied  upon  an  organizational 
chart  as  the  method  by  which  over-reporting  was  prevented. 
This  is  rather  surprising  since  so  much  has  been  written 
about  these  devices  as  techniques  of  control.  The  typical 
comments  seem  to  imply  that  many  firms  were  guided  by  some 
informal  organizational  technique  that  does  not  appear  on 
the  formal  chart,  a practice  which  is  unsatisfactory  from 
the  standpoint  of  "control  effectiveness."  Results  cannot 
be  compared  since  no  standard  has  been  set  up  for  the 
measurement  of  accomplishment. 


Ubid. 
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TABLE  7 

METHOD  BY  WHICH  FIRM  HAS  BEEN  ABLE 
TO  LIMIT  THE  NUMBER  OF  EMPLOYEES 
REPORTING  TO  ONE  EXECUTIVE 

Comment  Number  of  Firms 


Departmentalization  19 

Line  authority  g 

Minimum  work  force  3 

Currently  being  corrected  3a 

Realignment  2 

Staff  meetings  2 

Number  reporting  to 

president  is  guide  2 

Organization  chart  1 

Management  flow  chart  1 

Arbitrary  limit  • 1 

Trial  and  error  1 

Budget  control  1 

No  method  19 


Total  63 

aKey  executives  are  being  aided 
by  new  assistants  and  additional  vice- 
presidents  are  being  added. 


The  connection  between  the  number  of  levels  and  the 
span  of  control  is  viewed  by  Mr.  MacNiece  as  follows: 

The  number  of  levels  in  an  industrial  organization 
depends  upon  the  size  of  business  and  the  degree  to 
which  control  is  centralized.  As  the  number  of  levels 
increases,  there  is  a loss  in  mobility  and  flexibility. 
Information  passes  more  slowly  up  and  down  the  line. 
Controls  are  less  sensitive.  Executive  action  becomes 
more  cumbersome.  It  is  therefore  evident  that  a fine 
balance  must  exist  between  the  breadth  of  the  spans  and 
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the  depth  of  the  levels.^- 

The  small  businesses  in  the  study  generally  had  a 
simple  organizational  structure  with  3 or  4 levels,  a span 
of  5 to  7 at  the  upper  levels  and  a span  of  15  to  20  at  the 
lower  level*  Some  large  businesses  had  as  many  as  7 organi- 
zational levels,  with  centralized  line  and  staff  functions. 


These  arrangements  appear  to  be  satisfactory  from  the  stand- 
point of  accepted  management  theory. 


TABLE  S 

METHOD  USED  BT  FIRM  TO  AVOID  TOO -FINELY 
DIVIDED  FUNCTIONS 


Comment 

Departmentalization 

Written  responsibility 
and  accountability 

Review  of  operations 

Multiple  executive 

Reduction  of  assistant 

Management  flow  chart 

Committee  meeting 

Mutual  understanding  of 
company  policy 

Trial  and  error 

No  definite  commitment 

Total 


Number  of  Firms 
9 

9 

4 

4a 

2 

1 

1 

1 

1 

31b 

63 

major  tasks  under  one 


^Combination  of 

man. 

&Many  of  these  were  small  concerns. 
3-1  bid. . p.  1S7. 


Table  8 shows  the  Important  fact  that  31  firms 
employed  no  particular  method  to  avoid  too-finely  divided 
functions.  In  fairness,  however,  it  must  be  realized  that 
many  of  these  organizations  were  of  small  size,  although 
this  is  at  best  a temporary  defense,  A 3tnall  company  may 
function  effectively  while  its  operational  and  organization- 
al arrangements  remain  small  and  simple,  but  a large  increase 
of  sales  would  create  confusion  and  ineffectiveness  unless 
the  organization  structure  was  replanned  and  modified  prior 
to  and  in  anticipation  of  the  expansion.  Too  many  of  the 
executives  interviewed  were  apparently  unaware  of  the  impor- 
tance of  planned  functional  arrangements  and  consequently 
use  less  refined,  hit-or-miss  personal  methods. 

The  problem  of  developing  company  rather  than  depart- 
mental allegiance  was  also  examined.  A representative  sample 
of  14  of  the  studied  organizations  is  shown  in  Table  9.  The 
individual  reports  of  the  businesses  in  Appendix  D show  the 
reason  why  the  various  concerns  feel  that  their  named  plan 
is  most  important  to  them.  The  sample  shows  the  diversity 
of  thought  by  the  various  firms  for  developing  company 
loyalty.  This  might  be  an  indication  of  the  many  avenues  of 
approach  open  to  the  enlightened  employer;  it  might  be  indi- 
cative of  the  lack  of  knowledge  of  what  factor  or  factors 
make  an  employee  loyal;  or  it  might  show  that  any  loyalty 
factor  to  be  effective  must  be  adapted  to  the  needs  of  the 
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individual  company. 


TABLE  9 

SELECTED  FACTORS  AIDING  IN  THE  DEVELOPMENT 
OF  COMPANY  LOYALTY 


Name  of  Firm 

Arandell  Corporation 

Ben-Hur  Manufacturing 
Company 

Cleaver-Brooks  Company 
General  Electric  Company 
John  Graf  Company 
The  Hail  Company 

Harnischfeger  Corporation 

Inland  Steel  Company 

Mercury  Engineering 
Corporation 

Nunn-Bush  Shoe  Company 

Phoenix  Hosiery  Company 

Sid-Harrls  Sportswear 
Incorporated 

Slocum  Hat  Corporation 

Name  withheld 

aOne  of  the  benefits 


Nature  of  Factor 
House  organ 

Employee  suggestions 
Group  leaders 

Integration  of  departments 

Social  activities 

Interdi visional  meetings  of 
personnel 

Broad  individual  training 

Interdepartmental  transfers 

Company  objectives  as 
stated  in  handbook 

"Share  Production  Plan" 

Executive  committee 

Give  employees  a sense  of 
belonging  to  organization 

Operating  committee 

Employee  benefits3 

employee  ownership. 


In  Table  9 the  "Nature  of  Factor"  indicates  merely 
that  the  suggestions  made  by  the  interviewees  emphasize 
their  idea  as  to  the  best  way  of  achieving  company  loyalty. 


40 


This  is  not  meant  to  infer  that  these  are  the  only  factors, 
nor  that  they  are  mutually  exclusive. 

One  of  the  most  troublesome  factors  blocking  the 
achievement  of  organizational  effectiveness  was  the  accumu- 
lation of  miscellaneous  and  unrelated  activities  under  a 
single  executive.  Therefore,  to  assure  adequate  representa- 
tiveness, a fairly  large  sample  of  18  of  the  businesses  was 
selected  from  Appendix  D,  to  illustrate  attempted  solutions. 
The  comments  pin-pointing  the  actual  situation  with  the  in- 
dividual concerns  have  been  summarized  in  Table  10.  Some  of 
the  firms  have  been  unable  to  defend  the  situation  of  an 
accumulation  of  miscellaneous  and  unrelated  activities  under 
one  executive,  and  they  readily  admit  the  error  of  their 
ways.  However,  they  do  not  know  how  to  correct  the  situa- 
tion. Examples  are:  T.  A.  Chapman  Company  admits  the  lack 

of  assistants  to  top— executives  burdens  them  with  many  unre- 
lated activities.  The  Cramer-Krasselt  Company’s  office  man- 
ager has  too  many  miscellaneous  duties.  Others  are  either 
not  realistic,  or  obviously  fail  to  recognize  the  fact  that 
they  have  unrelated  activities  under  one  executive.  For 
example,  presidential  delegation  in  Cutler  Hammer  Incorpo- 
rated has  resulted  in  such  duties  accumulating  under  a sec- 
retary. A substantial  number,  however,  realize  the  serious- 
ness of  the  situation.  Initial  planning  and  organizing  help 
to  reduce  the  number  of  such  situations. 
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TABLE  10 


ATTEMPTED  SOLUTION  OF  ACCUMULATION  OF  MISCELLANEOUS  AND 

UNRELATED  ACTIVITIES  UNDER  ONE  EXECUTIVE 


Name  of  Firm 


Attempted  Solution 


Chain  Belt  Company 


Cleaver-Brooks  Company 


General  Electric  Company 


Haas  Foundry  Company 


Hardware  Mutuals 


Hsrley-Davidson  Motor 
Company 


McKesson  and  Robbins 
Incorporated 


Nesco  Incorporated 


A study  of  the  division  of 
responsibilities  has  brought 
to  management’s  attention 
some  involved  problems. 

The  executive  committee  re- 
solves such  problems  by  the 
redistribution  of  responsi- 
bilities. 

An  annual  review  is  made  of 
positional  descriptions,  and 
noted  changes  are  useful  in 
the  assignment  of  activi- 
ties. 

President  believes  in  being 
continuously  aware  of  the 
type  of  work  directed  by 
each  executive. 

Heads  of  the  various  techni- 
cal departments  report  to 
the  general  manager. 

The  Independent  departments 
absorb  and  assign  miscel- 
laneous tasks  so  that  inter- 
departmental unrelated 
activities  are  minimized. 

Years  of  operation,  at  first 
through  the  use  of  trial  and 
error,  have  solved  the  prob- 
lems. 

Control  is  exercised  through 
the  budget,  which  i3  reviewed 
and  approved  by  the  execu- 
tive staff  every  6 months. 
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TABLE  10— Continued 


Name  of  Firm 

Attempted  Solution 

Pabst  Brewing  Company 

An  up-to-date  organizational 

chart  helps  solve  this 

problem. 

Phoenix  Hosiery  Company 

The  treasurer  and  the  assist- 
ant to  the  president  handle 
all  miscellaneous  details. 

W.  H.  Pipkorn  Company 

President  assigns  duties  to 
the  executives. 

A.  0.  Smith  Corporation 

The  principle  of  functionali- 
zation is  applied,  whereby 
similar  functions  are  placed 
under  one  executive. 

W.  F.  Thiele  Company 

Careful  advanced  planning  aids 
in  the  assignment  of  tasks. 

Weyenberg  Shoe  Manufactur- 
ing Company 

An  accumulation  of  miscella- 
neous and  unrelated  activi- 
ties under  a single  execu- 
tive is  prevented  by  a 
policy  of  limiting  every 
executive  to  the  handling  of 
matters  concerning  only  his 
own  department,  and  also  by 
urging  him  to  refer  any 
matter  outside  his  jurisdic- 
tion to  the  proper  depart- 
ment. 

Wheeler  Transportation 
Company 

A line  and  staff  organization 
helps  solve  this  problem. 

L.  Wieman  and  Company 

The  appointment  of  a general 
superintendent  has  aided  the 
situation. 

Wisconsin  Telephone 
Company 

Organization  is  such  that  it 
can  be  expanded  or  contracted 
within  operation  groups  to 
take  care  of  unrelated 
duties. 
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TABLE  10— Continued 

Name  of  Firm  Attempted  Solution 

George  Ziegler  Company  These  item3  are  reviewed  con- 

stantly and  properly  as- 
signed to  basic  departments. 

The  comments  of  14  businesses  on  the  problem  of  ad- 
justing duties  and  responsibilities  of  an  executive  to  the 
individual  are  summarized  in  Table  11.  Considerable  differ- 
ence of  opinion  again  exists  as  to  the  method  of  such  ad- 
justment. Key  points  mentioned  include  proper  selection  of 
personnel,  subsequent  training,  and  a fair  trial  period. 
However,  no  collective  solution  can  be  stated.  For  example, 
a manufacturer  of  heavy  equipment  made  a distinction  between 
a purely  theoretical  approach  and  a modified  adjustment  made 
occasionally  to  work  around  certain  limitations  which  an  in- 
dividual might  possess. 


TABLE  11 

METHOD  OF  ADJUSTING  THE  DUTIES  AND  RESPONSIBILITIES  OF 
AN  EXECUTIVE  POSITION  TO  THE  INDIVIDUAL 

9 


Comment  by 


Method 


Amity  Leather  Products 
Company 


Arandell  Corporation 


Ben-Hur  Manufacturing 
Company 


Careful  pre -examination  of 
executive's  background  and 
experience. 

It  is  expected  that  the  execu- 
tive will  adjust  himself  to 
the  position. 

This  difficult  problem  is  aid- 
ed by  proper  initial  selec- 
tion and  subsequent  training. 
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TABLE  ll--Continu3d 


Comment  by 

Method 

General  Electric  Company 

Requirements  are  3tated  and 

individuals  must  qualify. 
Man  is  moulded  to  fit  job 
by  schooling  and  training. 

Haas  Foundry  Company 

Directors  distribute  the  re- 
sponsibilities according  to 
the  needs  of  the  company  and 
the  abilities  of  the  person- 
nel. 

Hardware  Mutuals  ' 

Company  policy  is  to  give  each 
executive  cross-training  in 
all  technical  operations  he 
is  to  head. 

Harley-Davidson  Motor 
Company 

If  a new  job  is  to  be  filled, 
the  best  qualified  man  among 
existing  employees  is  selec- 
ted; the  job  is  changed 
slightly  if  he  is  otherwise 
incapable  of  discharging  it. 

The  Heil  Company 

Many  times  a purely  theoreti- 
cal approach  to  organization 
has  to  be  modified  to  fit 

various  individuals  within 
the  company.  Assuming  that 
these  people  have  capacities 
and  experience  which  quali- 
fies them  for  a position  in 
the  organization,  adjust- 
ments in  duties  and  respon- 
sibilities have  to  be  made 
occasionally  to  work  around 
certain  limitations  which 
these  individuals  might 
possess. 

Kearney  and  Trecker 
Incorporated 

Executives  are  given  tests  for 
all  different  positions  for 
best  placement.  A three 
months f trial  period  fol- 
lows. 
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TABLE  11— Continued 


Comment  by 


Method 


McKesson  and  Robbins 

Incorporated 


Pab3t  Brewing  Company 


Phoenix  Hosiery  Company 


W.  H.  Pipkorn  Company 


Education  is  the  prime  method 
by  which  an  executive  ad- 
justs to  his  duties. 


Slow  and  gradual  delegation  of 

added  responsibilities. 

An  industrial  psychologist 
interviews  all  prospective 
executives  and  the  results 
are  sent  to  the  president, 
who  decides  if  the  man  is 
completely  qualified  for  the 
position. 

Each  individual  works  with  and 
under  the  supervision  of 
another  executive  for  a 
while . 


One  of  the  most  significant  questions  relating  to 
the  achievement  of  organizational  effectiveness  was  the 
attempt  to  maintain  proper  balance  between  inbreeding  and 
inducting  outsiders  into  the  organization.  It  is  sometimes 
considered  undesirable  to  rely  entirely  on  the  organization 
to  develop  all  of  its  own  personnel.  However,  bringing  out- 
siders into  the  organization  for  positions  often  has  an  ad- 
verse effect  on  employee  morale.  The  various  policies  of  14 
of  the  organisations  on  this  problem  have  been  summarized  in 
Table  12. 
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TABLE  12 

COMPANY  POLICY  CONCERNING  INBREEDING  AND  BRINGING 
OUTSIDERS  INTO  THE  ORGANIZATION 


Name  of  Firm 

Policy 

Allis-Chalmers  Manufactur- 
ing Company- 

Promotion  from  within  is  con- 
sidered a standard  policy 
throughout  the  organization. 
It  is  believed  that  inbreed- 
ing improves  morale.  The 
only  notable  example  of  a 
top-executive  not  promoted 
through  the  ranks  is  the  re- 
search director. 

Amity  Leather  Products 
Company 

Outsiders  in  all  cases  must 
start  at  the  bottom  and  work 
their  way  up. 

Chain  Belt  Company 

Most  of  the  promotions  are 
from  within  the  company. 

The  firm’s  college  graduate 
training  program  is  a good 
example. 

Cleaver-Brooks  Company 

Promotion  from  within  is  the 
general  policy,  however,  the 
need  for  management  men  from 
1950-1953  made  it  necessary 
to  bring  employees  in  from 
the  outside. 

Cutler-Hammer  Incorporated 

Promotions  are  generally  made 
from  within  throughout  the 
entire  organization,  how- 
ever, there  is  some  attempt 
to  have  a proper  balance  in 
the  organization.  For  exam- 
ple, each  year  some  10-20 
graduating  engineers  are 
employed,  but  no  more  than 
two  from  any  one  institution, 
and  the  schools  themselves 
are  rotated. 
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TABLE  12— Continued 


Name  of  Firm 

Policy 

General  Electric  Company 

Some  1,400  college  graduates 
are  drawn  into  the  organiza- 
tion annually.  There  is, 
however,  little  hiring  of 
outside  personnel  at  the 
executive  level. 

Harley-Davidson  Motor 
Company 

Inbred  men  are  utilized  except 
where  men  of  professional 
skill,  such  as  accountants, 
are  required. 

The  Heil  Company 

It  may  appear  desirable  over  a 
period  of  years  to  develop  a 
situation  where  promotions 
can  be  made  from  within; 
however,  there  may  be  cer- 
tain areas  within  the  firm 
in  which  personnel  training 
and  development  have  been 
neglected,  so  that  it  be- 
comes necessary  to  recruit 
from  the  outside  occasional- 
ly. 

Ingersol  Milling  Machine 
Company 

Promotion  is  from  within  the 
company  whenever  possible  at 
all  levels. 

Inland  Steel  Company 

The  department  of  human  rela- 
tions searches  inside  and 
outside  of  the  company  for 
suitable  personnel. 

Moritz  and  Winter  Company 

Business  success  is  aided  by 
promotions  from  within,  but 
specialized  fields  often  re- 
quire someone  from  the  out- 
side, especially  when  no  one 
in  the  organization  possess- 
es the  needed  ability. 

Nesco  Incorporated 

Promotion  is  from  within  wher- 
ever possible.  However,  no 
established  procedure  is 
followed. 

Name  of  Firm 


TABLE  12— Continued 


Policy 

Stolper  Steel  Products  If  proper  talent  and  ability 

Company  are  available,  the  policy  of 

promotion  from  within  is 
preferred. 

Tigerton  Lumber  Company  The  specialized  nature  of  the 

lumber  industry  requires 
special  emphasis  on  training 
within  one’s  own  organiza- 
tion rather  than  from  the 
outside. 

Of  the  representative  sample,  promotion  from  within 
is  the  dominant  characteristic.  The  sample  shows  how  some 
administrators  have  translated  this  idea  into  action  within 
their  companies.  Some  companies  apply  "promotion  from 
within"  only  to  the  executive  group,  vrhile  others  make  it  all 
inclusive.  Exceptions  are  made,  however,  when  specialized 
fields  require  someone  from  the  outside  or  in  the  case  of 
college  graduates.  These  instances  are  all  too  few  if  one 
accepts  the  idea  that  new  blood  is  needed  on  the  upper 
levels  in  any  organization  from  time  to  time.  The  state- 
ments of  each  of  the  63  businesses  on  this,  as  well  as  other 
related  questions,  of  organizational  effectiveness  are  found 
in  the  respective  company  reports  in  Appendix  D. 


CHAPTER  V 


APPLICATION  OF  MANAGERIAL  CONTROLS  OF 
BUSINESSES  TO  OTHER  ACTIVITIES 

Policies.  The  business  policy  of  each  firm  furnish- 
es the  principles  and  rules  which  enable  the  organization  to 
achieve  its  objectives.  This  activity  covered  the  procedure 
of  policy  determination;  the  method  by  which  the  policies 
are  made  known  to  executive  and  subordinate  personnel;  the 
type  of  check  on  compliance  with,  and  interpretation  of, 
company  policy;  and  whether  department  or  division  heads  are 
expected  to  recommend  changes  in  policy. 

Forty-four  firms  used  formal  board  and  committee 
meetings  as  the  procedure  for  policy  determination.  Infor- 
mal discussions  among  executives  were  used  by  6 firms.  The 
procedure  of  experience  was  found  in  5 firms,  but  7 firms 
made  no  definite  commitment. 

The  above  procedures  seem  quite  logical  when  one 
considers  the  function  of  an  administrator  as  "one  who 
translates  broad  objectives  into  workable  policies  and  plans. 
Top  officials  are  chiefly  administrators,  though  the  lower 
echelons  of  management  engage  to  a lesser  extent  in  such 
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activities."^*  Control  of  policy,  however,  can  be  made  more 
effective  by  making  certain  that  the  managers  who  are  to 
carry  out  policies  have  an  important  part  in  their  formula- 
tion. 

Written  notiees,  manuals  and  instructions  were  the 
methods  by  which  policies  were  made  known  to  executive  and 
subordinate  personnel  in  a majority  of  the  companies.  Table 

13  shows  that  1 out  of  7 firms  used  verbal  notice  as  their 

► 

principal  means  of  policy  communication.  Although  this  may 
not  seem  to  be  too  large  a number,  it  still  indicates  that 
some  organizations  do  not  like  to  commit  themselves  in  writ- 
ing even  if  the  omission  means  weakened  rapport.  Publicity 
i3  a control  tool  when  it  makes  a policy  so  widely  known 
that  violators  have  to  face  the  criticism  of  co-workers  as 
well  as  the  disciplinary  action  of  superiors. 

The  type  of  check  provided  for  compliance  with,  and 
interpretation  of,  company  policies  was  quite  variable.  Ob- 
servation and  report  by  the  department  head  was  the  method 
adopted  by  20  businesses.  An  informal  check  on  compliance 
was  used  by  16  concerns.  Committee  meetings  were  the  type 
of  check  of  10  firms.  3ix  businesses  conducted  internal 
audits,  and  2 used  a shopping  service.  Nine  businesses  made 
no  definite  commitment  as  to  what  check  was  provided  for 

^Wayne  L.  McNaughton,  Business  Organization  (Ames, 
Iowa:  Littlefield,  Adams  & Company,  1952),  p.  77. 
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compliance  with,  and  interpretation  of,  company  policies. 

The  importance  of  policy  compliance  is  pointed  out 
by  Koontz  and  O’Donnell. 

Control  involves  the  determination  that  the  complex 
of  policies  is  in  the  best  interests  of  the  firm  and 
that  they  are  being  followed*  The  latter  is  related  to 
the  issues  of  conformity  and  interpretation;  the  former 
raises  issues  of  policy  evaluation.! 

’’Perhaps  the  best  test  of  the  accuracy  with  which 
policies  are  followed  is  to  measure  their  operation  in  terms 
of  results."* 2  For  example,  a desired  harmonious  labor- 
management  relations  policy  may  be  judged  by  the  number  of 
grievances. 


TABLE  13 


METHOD  BY  WHICH  POLICIES  ARE  MADE  KNOWN  TO 
EXECUTIVE  AND  SUBORDINATE  PERSONNEL 


Comment 

Written  notices,  manuals 
and  instructions 

Meetings 

Verbal  notice 

Training  program 

No  definite  commitment 

Total 

^Koontz  and  O’Donnell,  op. 

2Ibid. . p.  573. 


Number  of  Firms 

36 

12 

9 

2 

4 

63 

cit . , p.  571. 
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The  internal  audit  is  a good  check  on  the  relation 
between  company  policies  and  activities,  "The  audit  should 
begin  by  interviews  with  the  officials  of  the  company, 
starting  at  the  top  and  coming  down  through  the  organization 
to  the  foreman  and  to  the  employees.’11  The  auditor  checks 
the  policies  and  methods  for  agreement  and  understanding  all 
the  way  down  the  line. 

The  63  businesses  studied  unanimously  expected  de- 
partment and  division  heads  to  recommend  changes  in  poli- 
cies. 

Appropriations  and  Disbursements.  The  appropria- 
tions and  disbursements  covered  included:  capital  expendi- 

tures, maintenance  expenditures,  operating  expenditures, 
professional  services  and  external  contracts. 

The  accounting  department  was  the  agent,  or  agency, 
of  prime  responsibility  for  the  review  and  check  of  capital 
expenditures  in  most  of  the  businesses.  The  second  and 
third  positions,  in  order  of  frequency,  found  the  board  of 
directors  and  officers  equally  ranked  as  the  agent,  or 
agency,  of  prime  responsibility.  The  president  ranked 
fourth  and  the  committee  device  held  the  fifth  position. 

The  controller  and  finance  department  were  tied  for  the 
sixth  and  seventh  ranking,  and  the  secretary-treasurer  was 

• E.  Walters,  Personnel  Relations  (New  York:  The 

Ronald  Press  Company,  1945) » p.  26$. 
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in  eighth  position.  Manufacturing,  planning  and  purchasing 
were  mentioned  as  the  agent,  or  agency,  of  prime  responsi- 
bility for  the  review  and  check  of  capital  expenditures 
frequently  enough  to  command  a tie  for  ninth,  tenth  and 
eleventh  positions. 

The  high  ranking  accorded  accounting  as  the  agency 
of  prime  responsibility  for  the  review  and  check  of  capital 
expenditures  in  most  of  the  surveyed  businesses  appears  de- 
sirable. This  division  is  disassociated  from  manufacturing 
activities  but  experienced  in  financial  matters,  with  suffi- 
cient experience  to  obtain  and  weigh  all  elements  of  the 
situation.  All  of  the  parties  mentioned  were  part  of  top- 
management. 

Authority  for  final  approval  of  capital  expenditures 
without  a capital  budget  is  delegated  in  varying  degrees  to 
various  levels  of  management,  all  of  which  have  been  assigned 
dollar  limits.  For  example,  a project  of  less  than  $500 
originating  in  the  field  would  require  only  the  field  mana- 
ger’s approval.  Requests  of  $500  but  under  $1,000  demand 
divisional  management  approval.  Projects  of  $1,000  but 
under  $25,000  are  decided  by  general  management,  and  those 
over  $25,000  would  be  approved  only  by  the  board  of  direc- 
tors. 

A review  and  check  of  maintenance  outlays  for  10 
organizations  is  shown  in  Table  14.  The  various  methods 
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enumerated  are  a good  cross-section  of  the  surveyed  business 
es  and  show  to  what  extent  authority  is  delegated  to  the  dif 
ferent  levels  of  management  and  whether  departments  have 
budgeted  and  controlled  this  item.  The  methods  are  peculiar 
to  the  individual  firms,  and  no  general  principles  were  dis- 


covered. 

TABLE  14 

REVIEW  AND  CHECK  OF  MAINTENANCE  OUTLAYS 


Name  of  Firm 

Method 

Acme  Chemical  Company 

The  reports  of  the  responsible 
party,  the  plant  manager, 
are  checked  by  top-manage- 
ment. 

Allis-Chalmers  Manufac- 
turing Company 

The  controller  division  sends 
monthly  reports  to  each  de- 
partment in  regard  to  the 
budget.  If  the  department 
is  over  the  budget,  a com- 
mittee is  formed  to  get 
official  approval  for  fur- 
ther expenditures  from  the 
vice-president.  The  vice- 
president  must  also  pass  on 
outlays  over  $200. 

Arandell  Corporation 

The  monthly  statements  of  out- 
lays made  by  the  plant 
superintendent  are  checked 
by  the  executive  committee. 
This  body  and/or  the  presi- 
dent also  approve  large 
items. 

Badger  Die  Casting 
Corporation 

This  firm  does  not  have  a bud- 
get of  any  type,  and  the 
secretary-treasurer  controls 
all  expenditures. 

55 


TABLE  14— Continued 

Name  of  Finn  Method 


Ben-Hur  Manufacturing 

Company 

The  superintendent  has  the  au- 
thority to  pass  on  all  expen- 
ditures under  "50,  but  any 
amount  above  this  figure 
would  be  approved  only  after 
the  president  signs  the 
written  request.  The  adver- 
tising and  engineering  de- 
partments are  the  only 
budgeted  departments. 

Doehler-Jarvis  Corpora- 
tion 

The  reports  of  the  responsible 
party,  the  plant  engineer, 
are  checked  monthly  by  the 
controller.  The  disburse- 
ment for  maintenance  under 
actual  production  is  compared 
to  the  productive  capacity 
of  each  department.  Un- 
usual requests  mu3t  be  sec- 
onded by  the  controller. 

Harley-Davidson  Motor 
Company 

The  budget  department  has  esti- 
mated the  amount  to  be  ap- 
portioned. The  routine  ex- 
penditures are  authorized 
within  the  departments  as 
the  responsibility  of  the 
department  heads  subject  to 
explanation  in  the  committee 
meetings.  Extraordinary  ex- 
penditures are  the  result  of 
committee  approval  and  if 
very  large  the  approval  of 
the  board  as  well. 

Mercury  Engineering 
Corporation 

There  is  a constant  review  of 
the  profit-and-loss  statement 
and  its  effects  against  the 
budget.  A running  profit- 
and-loss  statement  is  re- 
viewed every  30  days  and  any 
variations  over  plus  or  minus 
5%  are  subject  to  management 
review  against  the  superin- 
tendent's budget. 
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TABLE  14— - Continued 


Name  of  Firm 


Slocum  Hat  Corporation 


Wheeler  Transportation 
Company 


Method 

All  expenditures  are  approved 
by  the  superintendent*,  and 
the  different  departments 
must  clear  their  requests 
through  this  official.  No 
specific  budget  is  used  for 
maintenance  expenses, 

A significant  non-budgeted  out- 
lay is  checked  by  repair  re- 
ports, parts  requisitions, 
service  sheets  and  personal 
check  of  head  mechanic.  Au- 
thority is  delegated  accord- 
ing to  discretion  of  head 
mechanic,  necessity  and  per- 
iodic maintenance  as  pre- 
scribed in  the  company 
manuals. 


The  method  of  review  and  check  exercised  over  opera- 
ting expenses  is  similarly  illustrated  by  a representative 
sample  of  10  companies  as  shown  in  Table  15.  In  this  area, 
too,  no  pattern  was  discovered  which  would  apply  in  general. 


TABLE  15 


REVIEW  AND  CHECK 
Name  of  Firm 
Arandell  Corporation 


OF  OPERATING  EXPENSES 
Method 

Expenses  of  materials  and  sup- 
plies are  endorsed  by  de- 
partment head  and  reported 
to  the  executive  committee. 
The  sales  manager  authorizes 
and  approves  traveling  ex- 
penses, cues  and  memberships, 
and  donations  and  subscrip- 
tions. The  payroll  is  under 
the  scrutiny  of  an  account- 
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TABLE  15— Continued 


Name  of  Firm 


The  Cramer-Krasselt 
Company 


Cutler-Hammer  Incorporated 


Method 

ant  who  reports  to  the  pres- 
ident. Delegation  of  auth- 
ority is  limited  to  the 
budgeted  figures;  and  the 
annual  budget  is  subdivided 
into  12  equal  units  and  a 
running  check  is  kept  during 
the  entire  month  subject  to 
review  at  any  time  by  top- 
management. 

Past  expenditures  provide 
about  the  only  check  of  ma- 
terials and  supplies.  The 
president,  the  executive 
vice-president  and  the  con- 
troller (payroll)  provide 
review  over  traveling  ex- 
penses, dues  and  memberships 
and  donations  and  subscrip- 
tions. This  firm  does  not 
utilize  budgeted  appropria- 
tions and  department  heads 
have  full  authority  to  order 
their  own  requirements  under 
guidance  of  the  controller. 

Materials  and  supplies  are 
budgeted  and  the  departmen- 
tal monthly  report  is  re- 
viewed by  the  president,  who 
also  approves  traveling  ex- 
enses  of  top-executives 
executives  and  their  sub- 
ordinates) and  watches  pay- 
roll along  with  department 
head  and  controller.  The 
controller  is  interested  in 
all  departmental  appropria- 
tions, and  sends  a monthly 
progress  report  to  the 
general  committee. 


TABLE  15— Continued 


Name  of  Firm 

Method 

Darling  and  Company 

Department  heads  review  and 
check  the  outlays  for  mate- 
rials and  supplies  and  trav- 
eling expenses,  A committee, 
however,  checks  dues  and 
memberships,  payroll,  dona- 
tions and  subscriptions. 

The  accounting  department 
compares  departmental  ex- 
penses with  budgetary 
estimates. 

Gidding  and  Lewis 
Machine  Tool  Company 

Operating  disbursements  are 
accounted  for  each  month  and 
reviewed  according  to  the 
budgeted  appropriations. 
Production  control  checks  on 
materials  and  supplies;  the 
department  managers  review 
traveling  expenses  and  dues 
and  memberships;  donations 
and  subscriptions  are  passed 
by  executive  committees;  and 
the  payroll  is  reviewed 
monthly  by  an  internal  audit. 

Robert  A,  Johnston 
Company 

Operating  expenses  are  control- 
led by  means  of  a variable 
budget  control  system. 

Joseph  Schlitz  Brewing 
Company 

The  budget  department  and  in- 
ternal auditing  exercise  con- 
trol over  all  operating  ex- 
penditures. The  payroll  and 
personnel  departments  assist 
auditing  in  payroll  outlays; 
and  a planning  committee 
assists  the  departments  in 
wise  expenditures. 

A.  George  Schula 
Company 

A direct  review  by  the  presi- 
dent is  exercised  over  all 
operating  disbursements. 
There  is  no  annual  budget. 
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Name  of  Firm 

Wisconsin  Telephone 
Company 


Name  withheld 


TABLE  15— -Continued 

Method 

Minor  amounts  for  materials 
and  supplies  are  within  the 
authorization  of  local  su- 
pervision. Where  the  speci- 
fic amount  is  exceeded,  the 
outlay  must  be  approved  by 
higher  supervision  in  ac- 
cordance with  established 
practices.  Traveling  ex- 
penses, dues  and  member- 
ships, and  donations  and 
subscriptions  are  approved 
by  the  next  highest  level  of 
supervision.  Overall  con- 
trol through  the  detailed 
budget  is  exercised  within 
the  department  by  the  de- 
partment head  subject  to  di- 
visional and  district 
authority. 

Requisitions  for  materials  and 
supplies  must  be  approved  by 
the  vice-president  in  charge 
of  manufacturing.  Initial 
approval  of  travel  expenses 
rests  with  the  respective 
departments  but  final  ap- 
proval rests  upon  audit  by 
the  staff  of  the  secretary- 
treasurer.  Regular  dues  and 
membership  items  are  re- 
viewed and  approved  by  the 
officers  of  the  various  de- 
partments and  all  unusual 
items  are  referred  to  the 
board  of  directors  for  ap- 
proval. The  secretary- 
treasurer  reviews  donations 
and  subscriptions.  Unusual 
items  are  presented  to 
either  the  president  or  the 
board.  There  is  no  annual 
budgeted  appropriation. 
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Although  gradation  of  methods  are  found  in  Tables  14 
and  15 i operating  expenses  were  generally  controlled  more 
effectively  than  maintenance  outlays. 

The  professional  services  such  as  accounting,  engi- 
neering, legal,  and  medical  were  neither  budgeted  or  con- 
trolled in  a majority  of  the  concerns.  Of  this  group,  use 
of  the  service,  if  it  occurred  at  all,  was  based  on  need* 

The  accounting  department  was  the  agency  of  prime 
responsibility  for  the  review  and  check  of  professional  ex- 
penditures based  on  a ranking  in  order  of  frequency.  The 
board  of  directors  and/or  the  president  was  second;  the 
secretary-treasurer,  third;  officers  and  the  committee  tech- 
nique were  in  a tie  for  fourth  and  fifth  positions,  and  the 
controller  and  general  manager  were  the  responsible  agents 
of  sixth  and  seventh  ranking. 

Nine  different  agents,  or  agencies,  were  mentioned 
by  the  various  companies  as  of  prime  responsibility  for  the 
review  and  check  of  external  contract  negotiations.  The 
most  frequent  agent  was  the  board  of  directors  and/or  the 
president.  Purchasing  was  ranked  second;  officers,  third; 
committees,  fourth;  sales  manager,  fifth;  accounting,  sixth; 
secretary-treasurer,  seventh;  engineer,  eighth,  and  control- 
ler, ninth. 

The  accounting  department  and  the  board  of  directors 
are  chiefly  responsible  for  the  control  of  capital,  profes- 
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sional,  and  external  contract  appropriations  and  disburse- 
ments covered  under  financial  management.  It  is  also  impor- 
tant to  note  that  the  two  most  troublesome  control  areas  are 
maintenance  and  professional  services.  The  methods  of  re- 
viewing and  checking  maintenance  and  operating  expenses  are 
dictated  largely  by  the  requirements  cf  the  individual 
firms • 

A complete  report  of  how  each  of  the  63  businesses 
controlled  its  appropriations  and  disbursements  can  be  found 
in  the  individual  reports  of  the  businesses  in  Appendix  D. 

Industrial  Relations.  The  information  shown  in  Table 
16  covers  the  personnel  functions  of  selection,  transfer, 
training,  promotion,  rating  and  dismissal.  These  personnel 
plans  of  B concerns  were  selected  to  show  a cross-section  of 
companies  studied  and  to  illustrate  the  handling  of  common 
personnel  functions  in  diverse  enterprises.  Despite  the 
great  differences  in  the  basic  organizational  structures  of 
these  firms,  the  universality  of  control  within  these  6 per- 
sonnel activities  is  present.  However,  the  various  indivi- 
duals participating  in  these  functions  must  be  recognized  in 
different  types  of  business. 

The  variance  of  the  activities  for  which  a given 
personnel  department  is  directly  responsible  is  tied  to  the 
firm’s  place  in  its  industry  and  its  over-all  organizational 
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philosophy  of  business.1  Although  personnel  is  regarded  as 
a technical  staff  function,  line  executives  are  involved  in 
the  execution  of  personnel  policies.  The  inability  to  cen- 
tralize human  relations  within  the  personnel  department 
makes  line  officers  responsible  for  the  personnel  function 
within  their  departments.  "From  the  lowest  supervisor  to 
the  topmost  executive  position— whether  a man  be  in  produc- 
tion, sales,  accounting,  or  what  not— he  must  be  considered 
a personnel  manager,  and  he  should  so  conduct  himself. 

These  points  should  be  remembered  when  reading  the  descrip- 
tion of  the  selected  plans. 


TABLE  16 

SELECTED  PERSONNEL  PLANS 
Name  of  Firm  Nature  of  Plan 

Allen-Bradley  Company  The  employment  department 

takes  the  initiative  in  the 
selection  and  transfer  of 
hourly  employees.  The  imme- 
diate supervisor  is  respon- 
sible for  on-the-job  train- 
ing and  rating.  The  depart- 
ment head  in  conjunction 
with  the  industrial  rela- 
tions division  governs  pro- 
motion and  dismissal.  The 
chief  economist  assisted  by 
the  consulting  psychologist 
determines  the  selection  of 
staff  and  executive  employ- 


111.: 


^priegel,  op,  cit.,  p.  419. 


2 

^Michael  J.  Jucius,  Personnel  Management  (Homewood 

Richard  D.  Irwin,  Inc77"1955 ) 7 p.  7. 


» 
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TABLE  16— Continued 


Name  of  Firm 

Nature  of  Plan 

ees.  Training  is  formal  and 
rating  is  informal.  The  di- 
vision manager  determines 
transfers  and  is  assisted  by 
the  chief  economist  in  the 
matter  of  promotion.  The 
chief  economist  handles  dis- 
missals. 

Fritzel's  Incorporated 

Hourly  employees  are  selected 
on  the  basis  of  experience, 
trained  by  the  department 
manager,  rated  on  ability, 
promoted  on  merit  and  may  be 
dismissed  for  misconduct  or 
unsatisfactory  work.  Execu- 
tive personnel  are  handled 
in  much  the  same  way  with  the 
exception  that  there  is  no 
training  program. 

Hilty-Forster  Lumber 
Company 

Individual  foremen  handle  the 
personnel  functions  relating 
to  hourly  employees;  and  the 
president  is  responsible  for 
the  staff  and  executive  per- 
sonnel. 

Howard  Foundry  Company 

The  foreman  is  the  key  indivi- 
dual in  the  selection, 
training,  rating,  and  dis- 
missal of  hourly  workers. 
Promotion  is  generally  from 
within,  based  on  ability  and 
experience.  The  immediate 
superior  plays  much  the  same 
role  for  staff  personnel. 

Milwaukee  Journal 

Selection  is  on  the  basis  of  a 
specific  job.  There  is  no 
rating  plan  for  either  hour- 
ly or  salary  employees. 

v 
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TABLE  16— Continued 


Name  of  Firm 
Milwaukee  Public  Schools 


Smith  Engineering  Works 


WOKYjWOKY-TV  Broadcast- 
ing Station 


Nature  of  Plan 

Selection  is  based  on  written 
examination,  appointment  and 
election.  A clerk  might 
take  an  examination  for  a 
position;  a teacher  might  be 
appointed;  and  a board  mem- 
ber elected.  Teachers  are 
college  trained  and  might  be 
rated  by  their  principal, 
other  employees  and  depart- 
ment head.  Transfers  are 
usually  handled  through  the 
superintendents  office  and 
promotions  are  based  on  ex- 
amination and  experience. 
Dismissal  may  occur  when  a 
teacher’s  contract  is  not 
renewed  or  a board  member  is 
not  re-elected. 

Hourly  employees  are  given  a 
test  during  the  selection 
process.  On- the- job  train- 
ing is  given  the  trainee. 
There  is  no  rating  program. 
Promotion  is  from  within. 
Staff  employees  are  subject 
to  confirmation  of  the  beard 
of  directors. 

All  employees  are  salaried; 
department  heads  are  respon- 
sible for  the  proper  per- 
formance of  the  personnel 
functions. 


One  of  the  most  difficult  problems  encountered  was 
the  situation  met  when  executives  within  the  organization 
raise  serious  personnel  problems  because  of  personalities  or 
old  age.  Transfer  or  early  retirement  was  used  by  a number 
of  firms.  Others  remembered  the  employee’s  earlier  service 
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and  kept  him  on  the  job.  A few  companies  resorted  to  dis- 
charge# For  example,  a steel  products  company  fired  its 
president  for  personality  conflicts  with  other  members  of 
the  firm.  (See  Table  17.) 


TABLE  17 

PRACTICE  FOLLOWED  IN  DEALING  WITH  EXECUTIVES 
WHO  RAISE  SERIOUS  PERSONNEL  PROBLEMS 
BECAUSE  OF  PERSONALITIES  OR  OLD  AGE 


Name  of  Firm 
Arandell  Corporation 


Cleaver-Brooks  Company 


General  Electric  Company 


The  Heil  Company 


Situation 

The  welfare  of  the  company  is 
considered  paramount.  Con- 
flicting personalities  must 
be  eliminated. 

There  is  no  definite  policy. 
The  board  of  directors  han- 
dles such  problems  as  they 
arise. 

A transfer  is  given  to  avoid 
personality  clashes,  and  the 
aged  may  be  counseled  in  ad- 
dition. Both  conditions 
hinge  on  ability  to  perform. 

If  the  person  is  near  his  re- 
tirement age,  he  would  be 
urged  and  aided  in  making  an 
early  retirement;  he  might 
be  transferred  to  another 
position  in  which  he  can  be 
more  effectively  employed. 
The  company  may  decide  be- 
causs  of  the  nature  of  the 
case  to  live  with  it;  and  it 
is  possible  a worker’s  em- 
ployment may  be  severed. 
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TABLE  17 — Continued 


Name  of  Firm 
Inland  Steel  Company 


Nesco  Incorporated 


Phoenix  Hosiery  Company 


Tigerton  Lumber  Company 


Weyenberg  Shoe  Manufac- 
turing Company 


Situation 

If  the  company  should  be  un- 
able to  find  a satisfactory 
position  or  if  the  employee 
should  not  be  old  enough  to 
retire,  he  would  be  dis- 
missed and  a special  amount 
paid  according  to  the  time 
spent  with  the  firm. 

A meeting  is  called  of  all  ex- 
ecutives and  the  board  of 
directors  to  discuss  the 
problem,  and,  if  necessary, 
the  person  is  asked  to 
resign. 

All  personality  factors  are 
handled  by  the  industrial 
psychologist;  superannuated 
employees  are  retired  and 
pensioned. 

Older  employees  are  given 
younger  assistants  who  even- 
tually take  over  most  of  the 
duties  of  these  executives; 
the  assistants  gain  much  of 
the  knowledge  and  experience 
of  these  men. 

The  company  policy  is  not  to 
dismiss  older  workers,  but 
to  relocate  these  men  in 
positions  which  carry  less 
influence  and  have  less  to 
do  with  company  policies. 
Only  those  executives  whose 
personalities  are  adaptable 
to  changes  and  who  are 
abreast  of  the  times  are 
promoted. 
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The  determinant  of  the  wage  level  for  the  entire 
plant  or  firm  was  requested  from  each  organization.  The 
prime  factor  in  the  determination  of  the  wage  level  of  work- 
ers according  to  23  firms  was  collective  bargaining.  The 
community  rate  was  the  determining  factor  according  to  23 
firms.  Seventeen  firms  made  no  definite  commitment  on  this 
subject. 

With  regard  to  particular  wage  rates,  that  is,  wage 
rates  of  individual  workers  for  individual  jobs,  this  ques- 
tion was  asked  of  each  firm:  "Does  your  organization  apply 

job  rating  to  production,  clerical,  and  supervisory  and 
staff  positions?"  The  results  are  shown  in  Table  Id. 

TABLE  Id 

THE  APPLICATION  OF  JOB  RATING  TO  PRODUCTION, 

CLERICAL  AND  SUPERVISORY 
AND  STAFF  POSITIONS 

Position  Number  of  Firms3 

Supervisory  and  staff  33 

Clerical  21 

Production  16 

aThe  total  of  this  column  exceeds  63  organ- 
izations since  some  organizations  applied  job 
rating  to  more  than  one  type  of  position. 

Job  rating  of  supervisory  and  staff  employees  was 
more  frequent  than  of  production  employees.  This  is  contra- 

dictory to  some  literature  in  this  area.  For  instance, 


Scott,  Clothier  and  Spriegel  state  that  job  rating  has  been 
especially  applicable  to  manual  jobs. 

It  is  true  that  by  far  the  most  work  in  job  evalua- 
tion has  been  made  in  the  field  of  manual  work.  Never- 
theless, rapid  strides  have  been  made  during  the  past 
10  years  in  office  and  sales  jobs.  In  the  area  of 
supervisory  positions  some  progress  has  been  made  but 
by  no  means  to  the  extent  in  the  other  fields.1 

"Job  rating  is  undertaken  primarily  to  discover  the 
relative  requirements  of  the  respective  jobs  within  the 
plant,  to  enable  management  to  evaluate  its  present  wages 
paid  for  the  respective  jobs,  and  to  aid  management  in  cor- 
recting any  inequalities  that  may  be  found."2  A survey  of 
the  status  of  personnel  management  in  325  concerns  in  the 
United  States  in  1947  showed  that  54*5  per  cent  of  the  com- 
panies used  job  rating. ^ Twenty-eight  businesses  (44  per 
cent)  in  the  present  Milwaukee -Chicago  area  study  based  sal- 
aries above  $5,000  per  year  on  such  a plan.  The  most  common 
level  of  management  to  which  authority  was  delegated  for  in- 
dividual wage  or  salary  advances  was  the  departmental  area. 

Twenty-three  companies  utilized  job  descriptions  to 
establish  occupational  differentials.  "Job  description  is  a 
written  record  of  the  duties,  responsibilities,  and  require- 

■^Scott,  Clothier,  and  Spriegel,  op.  cit..  p.  180. 

2Ibid.,  p.  167. 

3lbid. . p.  5S5. 
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merits  of  a particular  job."1 

In  most  of  the  businesses,  besides  being  responsible 
for  the  construction  of  job  descriptions,  the  personnel  man- 
ager was  the  agent  of  prime  responsibility  for  the  collec- 

* 

tive  bargaining  function.  The  committee  technique  was 
ranked  second  and  third  along  with  the  vice-president.  The 
president  was  only  the  fourth  most  frequent  agent  handling 
the  collective  bargaining  function.  The  works  manager  was 
ranked  fifth;  and  sixth  and  seventh  positions  belonged  to 
the  plant  manager  and  business  manager.  There  were  7 firms 
who  did  not  engage  in  collective  bargaining. 

The  foregoing  indicates  that  the  personnel  manager 
is  perhaps  the  most  influential  person  in  collective  bar- 
gaining. However,  higher  ranking  executives  and  joint  advi- 
sory and  decision-making  groups  are  becoming  more  widely 
used  as  collective  bargaining  increases  in  importance  and 
scope. 

It  is  significant  to  note  that  10  of  the  63  busi- 
nesses studied  had  no  personnel  department.  These  firms  were 

ti 

mainly  small  retail  and  service  organizations.  Twenty  of 
the  surveyed  concerns  followed  a four-step  grievance  proce- 
dure. The  majority  of  the  other  firms  were  similar  in  that 
the  initial  presentation  of  the  grievance  was  by  the  worker 
to  his  foreman,  to  his  shop  steward,  or  both;  and  the  final 


llbid.,  p.  167. 
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step  was  submission  of  the  dispute  to  arbitration. 

Operations.  Operations  covered  such  diver.se  sub- 
jects as  man  power,  products,  facilities,  prices  and  dis- 
counts, market  areas  and  channels,  planning  and  co-ordina- 
tion, and  foreign  operations. 

Next  to  organization,  operations  provided  the  most 
difficult  area  to  control  effectively.  This  is  pointed  out 
by  the  non-as3ignment  of  certain  functions.  Then,  too,  some 
of  the  collected  information  fails  to  disclose  any  particu- 
lar plan  of  managerial  controls  on  a number  of  points.  This 
is  evident  from  the  wide  range  of  answers. 

The  basic  work  force  was  determined  in  most  of  the 
businesses  according  to  the  volume  of  sales  and  orders  on 
hand.  The  force  was  kept  in  adjustment  to  the  changing  rate 
of  operation  in  most  cases  by  the  hiring  of  part-time  employ- 
ees, temporary  layoffs,  variation  of  the  work  hours  and  the 
reassignment  of  personnel.  The  nature  of  certain  concerns 
made  the  rate  of  operation  rather  constant,  while  others 
were  able  to  manufacture  for  stock.  Fifty-five  firms  re- 
viewed their  operations  periodically  to  eliminate  nonessen- 
tial vrork  and  to  maintain  the  labor  force  at  an  economic 
minimum. 

Twelve  firms  designated  the  department  head  as  the 
executive  of  prime  authority  for  the  expansion  and  contrac- 
tion of  the  work  force.  The  executive  of  prime  authority  in 
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9 firms  was  the  general  superintendent,  while  the  vice- 
president  was  responsible  for  expansion  and  contraction  of 
the  work  force  in  7 firms.  The  works  manager  handled  this 
function  in  6 firms.  Five  concerns  assigned  this  duty  to 
the  executive  committee,  and  an  officer  was  made  responsible 
for  the  size  of  the  work  force  in  5 companies.  The  board  of 
directors  handled  this  problem  in  3 firms,  while  3 others 
relied  upon  the  foreman,  and  3 used  the  plant  manager.  The 
presidential  level  was  of  prime  authority  in  2 firms  and  the 
personnel  manager  handled  such  activities  for  2 organiza- 
tions, Three  other  concerns  used  specialized  executives, 
such  as  branch  manager,  store  manager  and  terminal  manager. 
No  definite  commitment  was  expressed  by  3 companies. 

The  principal  means  of  determining  and  changing  the 
line  of  products  is  shown  in  Table  19.  Since  the  stress  of 
the  study  was  placed  on  manufacturers,  it  is  quite  logical 
for  the  product  committee  to  exert  a greater  influence  than 
consumer  demand.  ’’Naturally  the  producer  designs  or  adapts 
the  goods,  whereas  the  merchant  selects  goods  to  suit  cus- 
tomer demands. Although  45  businesses  subjected  their 
product  line  to  periodic  review,  only  2 3 utilized  norms  or 
standards  to  indicate  the  possible  need  for  eliminating 

■^Pearce  C,  Kelly  and  Kenneth  Lawyer,  How  to  Organize 
and  Operate  a Small  Business  (Englewood  Cliffs,  N.  J,: 
Prentice-Hall,  Inc.,  1955),  p.  163. 
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items.  It  appears  the  method  to  be  follovied  in  this  area 
would  be  more  successful  if  a greater  use  were  made  of 
standards. 


TABLE  19 

THE  PRINCIPAL  MEANS  OF  DETERMINING  AND 
CHANGING  THE  LINE  OF  PRODUCTS 


Comment 

Number  of  Firms 

Product  committee 

19 

Consumer  demand 

14 

No  product 

lla 

Research 

£ 

No  definite  commitment 

11 

Total 

63 

aEleven  of  the  companies  were  ser- 
vice organizations. 


According  to  17  companies,  quality  control  was  the 
principal  method  by  which  the  standard  of  quality  was  deter- 
mined as  shown  in  Table  20. 

The  concept  of  selection  as  it  applies  to  quality 
control,  is  explained  by  Clifford  W,  Kennedy  as  follows: 

Quality  itself  may  be  defined  as  a class,  kind, 
cr  grade;  ordinarily  the  better  sense  of  these  terms 
is  implied — as  a "fine  quality"  of  yarn.  But  for 
statistical  Quality  Control  purposes,  quality  should 
be  thought  of  more  as  a characteristic,  or  a property, 
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or  an  existing  condition,  whether  good  or  bad.  Caviar 

makes  no  more  impression  in  statistical  methods  than 

does  corned  beef.1 


TABLE  20 

PRINCIPAL  METHOD  BY  WHICH  THE  STANDARD  OF 
QUALITY  OF  THE  PRODUCT  IS  DETERMINED 


Comment 

Quality  control 
No  product 

Laboratory  experimentation 
Product  committee 
Engineering  specifications 
Consumer  demand 

Research 

No  definite  commitment 
Total 


Number  of  Firms 
17 
11® 

10 

5 

4 

4 

4 

3 

— 


aEleven  of  the  companies  were  ser- 
vice organizations. 


Laboratory  experimentation  was  used  by  approximately 
half  of  the  nondurable  goods  producers  led  by  cheiaical3  and 
textiles.  (See  Table  20.) 

Other  merchandising  considerations  might  include 
guarantees,  servicing  and  packaging.  Nineteen  businesses 
have  designated  the  sales  manager  as  the  party  of  prime  re- 

^•Clifford  W.  Kennedy,  Quality  Control  Methods  (New 
York:  Prentice-Hall,  Inc.,  19'Pj,'p.  5.  
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sponsibility  for  such  merchandising  considerations.  It 
should  be  noted  again  that  11  of  the  businesses  were  service 
organizations.  The  merchandising  manager  in  4 businesses 
handled  other  merchandising  considerations.  Four  firms  as- 
signed the  task  to  the  department  head.  The  head  of  engi- 
neering of  4 businesses  handled  these  considerations,  and  3 
others  delegated  the  authority  to  the  vice-president.  The 
marketing  manager  was  the  key  executive  handling  merchandi- 
sing considerations  in  2 businesses,  and  the  advertising 
manager  was  responsible  for  similar  functions  in  2 others. 
Nine  different  executives  in  9 different  firms  handled  mer- 
chandising considerations.  These  men  were:  catering  man- 

ager, secretary-treasurer,  traffic  manager,  general  manager, 
service  manager,  supplies  manager,  plant  superintendent, 
merchandising  committee  and  designer.  Five  businesses  made 
no  definite  commitment  as  to  the  party  of  prime  responsi- 
bility for  other  merchandising  considerations. 

Just  as  numerous  individuals  were  mentioned  as  the 
party  of  prime  responsibility  for  other  merchandising  consid- 
erations, the  party  of  prime  responsibility  for  keeping 
facilities  adequately  competitive  varied  even  more  among  the 
companies  interviewed.  Whereas,  3 out  of  10  organizations 
mentioned  the  sales  manager  most  frequently  in  connection 
with  merchandising,  Table  21  shows  that  11  firms  named  the 
department  head  most  frequently  as  the  party  of  prime  re- 
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sponsibility  for  keeping  facilities  adequately  up  to  date 
and  competitive.  Since  the  percentages  of  non-assignment 
are  small,  the  question  becomes  one  of  whether  the  firms  can 
substantiate  their  assignment  based  upon  their  organization 
since  the  names  of  the  parties  themselves  are  not  illogical. 
(See  Appendix  D.) 


TABLE  21 


PARTY  OF  PRIME  RESPONSIBILITY  FOR  KEEPING 
FACILITIES  ADEQUATELY  COMPETITIVE 


Party 


Number  of  Firms 


Department  head 
Plant  engineer 
Works  manager 
Board  of  directors 
Plant  superintendent 
Plant  manager 
President 
Vice-president 
General  manager 
Operations  manager 
Business  manager 
Maintenance  manager 
Secretary- treasurer 
Office  manager 
Tooling  engineer 
Secretary 

Store  superintendent 
No  definite  commitment 


11 

8 

7 

6 

6 

4 

3 

2 

2 

2 

2 

2 

1 

1 

1 

1 

1 


3 


Total 


63 
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It  is  important  to  see  how  the  function  of  plant 
engineering  fits  into  the  scheme  of  business  affairs# 
ivilliam  B.  Spriegel  has  this  to  say  on  the  subject: 

The  plant  engineer  is  responsible  for  keeping  the 
equipment,  buildings,  and  grounds  in  operating  condi- 
tion. The  purchasing  department  places  orders  for 
equipment  according  to  the  specifications  of  the 
plant  engineer , or  of  the  head  of  the  maintenance  de- 
partment in  plants  that  have  no  plant  engineer. i 

In  a medium-sized  plant,  where  frequently  there  is 
no  plant  engineer,  the  above  functions  are  performed  by  a 
master  mechanic  who  reports  to  the  works  manager  or  plant 
superintendent.* 2  Note  how  much  more  significant  the  infor- 
mation on  facilities  now  becomes  in  the  44  manufacturing 
organizations. 

The  plant  engineer  of  9 companies  was  the  party  of 
prime  responsibility  for  the  abandonment,  dismantling  and 
disposal  of  facilities.  The  board  of  directors  of  ^ com- 
panies handled  this  function.  The  works  manager  of  6 com- 
panies was  the  responsible  party.  The  department  head  was 
the  key  official  in  5 companies*  Five  companies  made  the 
plant  superintendent  responsible  for  the  abandonment  func- 
tion and  a similar  number  utilized  the  plant  manager  for 
this  activity.  Abandonment,  dismantling  and  disposal  of  fa- 
cilities was  presidential  activity  in  4 companies;  the  main- 

ISpriegel,  op.  cit..  p.  274. 

2Ibid.,  p.  329. 
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tenance  manager  was  assigned  this  task  in  3 others.  Vice- 
presidential  aid  was  enlisted  by  2 companies,  and  the  gener- 
al manager  was  the  officer  of  prime  responsibility  in  2 of 
the  companies.  Two  concerns  appointed  a management  commit- 
tee to  handle  the  disposal  function.  A wide  difference  of 
opinion  as  to  whom  these  functions  should  be  assigned  is 
shown  by  the  fact  that  $ different  parties  in  8 different 
concerns  were  made  responsible,  as  follows:  secretary- 

treasurer,  office  manager,  planning  department,  budget  com- 
mittee, yard  boss,  secretary,  store  superintendent  and  busi- 
ness manager.  No  definite  commitment  as  to  the  party  of 
prime  responsibility  for  the  abandonment,  dismantling  and 
disposal  of  facilities  was  expressed  by  5 companies. 

Twelve  businesses  assigned  the  plant  engineer  prime 
responsibility  for  the  specifications  and  selection  of 
equipment  and  facilities.  Department  heads  handled  this 
function  in  7 concerns,  and  the  works  managers  performed  the 
same  function  in  6 others.  The  plant  manager  was  the  key 
official  in  the  selection  of  equipment  and  facilities  for  5 
businesses.  Four  firms  required  the  approval  of  the  board 
of  directors,  and  3 needed  the  sanction  of  the  president. 

The  vice-president  was  the  key  officer  handling 
specifications  and  selection  functions  of  3 businesses.  The 
party  of  responsibility  in  3 others  was  the  plant  superin- 
tendent, while  the  purchasing  agent  performed  the  function 
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of  selection  of  equipment  in  a similar  number  of  organiza- 
tions. The  business  manager  was  the  key  party  in  2 con- 
cerns. Two  businesses  delegated  this  function  to  the  tool- 
ing engineer,  while  2 others  assigned  the  activity  to  the 
general  manager.  Performance  of  thi3  activity  was  assigned 
in  7 other  companies  to  7 different  individuals,  as  follows: 
secretary-treasurer,  secretary,  office  manager,  planning  de- 
partment, executive  committee,  maintenance  manager  and  store 
superintendent.  No  definite  commitment  as  to  the  party  of 
prime  responsibility  for  the  specifications  and  selection  of 
equipment  and  facilities  was  expressed  by  4 businesses. 

Let  us  turn  our  attention  from  the  engineering  func- 
tion to  the  sales  function.  Ralph  C.  Davis  views  this  func- 
tion as  follows: 

The  objectives  of  the  sales  division  are  a satis- 
factory volume  of  sales  for  the  various  products  of  the 
company,  a reasonable  cost  of  distribution,  a line  of 
products  or  services  that  will  anticipate  and  meet  the 
changing  needs  and  desires  of  the  public  at  the  compet- 
itive price,  additional  territories  or  price  classes 
that  will  make  possible  an  increasing  sales  volume,  and 
other  similar  values  that  must  be  secured  if  the  concern 
is  to  meet  its  economic  objectives  properly  and  earn  a 
satisfactory  prof it. 1 

The  executive  level  at  which  the  authority  for  price 
policies  existed  was  largely  centered  in  the  sales  manager 
as  shown  in  Table  22.  It  is  unfortunate,  however,  that  14 
firms  made  no  definite  commitment  regarding  the  executive 


•^Davis,  op.  cit.,  p.  141 


79 

level  at  which  the  authority  for  such  practices  existed. 

The  most  frequent  procedure  followed  in  changing  prices  and 
discounts  was  by  committee  action  and  subsequent  bulletin 
publication. 

TABLE  22 

EXECUTIVE  LEVEL  AT  WHICH  THE  AUTHORITY  FOR 
PRICE  POLICIES  AND  PRACTICES  EXIST 

Executive  Level  Number  of  Firms 

Sales  manager  23 

General  manager  5 

Officers  5 

President  4 

Board  of  directors  3 

Executive  committee  3 

Legal  department  2a 

Catering  manager  1 

Purchasing  agent  1 

Controller  1 

Buyer  X 

No  definite  commitment  14 

Total  63 

aGne  of  the  firms  is  a public  utility, 

and  the  other  organization  is  a common  carrier. 


Table  23  shows  that  the  sales  manager  was  mentioned 
most  frequently  again,  but  this  time  as  the  party  of  prime 


30 


authority  for  entering  new  market  areas  or  withdrawing  from 
existing  areas.  Here,  too,  non-assignment  of  this  function 
is  probable  in  the  10  organizations  who  failed  to  name  a 
party  for  this  function. 


TABLE  23 

PARTY  OF  PRIME  AUTHORITY  FOR  ENTERING 
NEW  MARKET  AREAS  OR  WITHDRAWING 
FROM  EXISTING  AREAS 


Party 

Sales  manager 
President 
Marketing  manager 
Officers 
General  manager 
Board  of  directors 
Department  head 
Catering  manager 
Promotional  manager 
Government 

No  definite  commitment 
Total 


Number  of  Firms 
23 

3 

4 
4 
2 
2 
2 
1 
1 

la 

10 

_ 


aPublic  utility 


The  most  frequent  party  deciding  on  the  location  and 
extent  of  warehouses  and  other  market  service  facilities  was 
the  sales  manager.  Seventeen  of  the  63  studied  businesses 


made  this  official  the  responsible  party.  In  9 instances 
the  president  performed  this  activity.  Company  officers 
made  the  location  decision  in  4 businesses.  Four  businesses 
possessed  no  warehouses.  The  district  manager  handled  other 
market  service  facilities  in  3 concerns,  and  in  3 others  the 
board  of  directors  performed  similar  functions.  Vice-presi- 
dential analysis  was  required  in  2 businesses,  and  the  mar- 
keting manager  was  the  key  official  in  2 others.  Department 
heads  handled  this  activity  in  2 businesses.  Six  other 
firms  used  6 different  parties  to  perform  this  function,  as 
follows:  general  manager,  finance  manager,  engineering  de- 

partment, planning  department,  plant  manager  and  controller. 
Nothing  dei ini te  was  statad  by  11  businesses  as  to  the  party 
deciding  on  the  location  and  extent  of  warehouses  and  other 
market  service  facilities. 

The  party  of  prime  responsibility  for  the  determina- 
tion of  the  channels  and  markets  of  distribution  was  the 
sales  manager  who  was  delegated  this  authority  by  25  compa- 
nies; 7 had  a distribution  manager  who  determined  the  chan- 
nels. Presidential  decision  was  applied  in  4 companies,  and 
the  board  of  directors  handled  the  distribution  problem  in  4 
others.  The  shipping  department  was  the  responsible  party 
in  2 companies,  and  the  executive  committee  was  the  key  body 
in  2 others.  Two  companies  used  department  heads  for  this 
function.  Other  parties  used  for  the  determination  of  the 
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channels  and  methods  of  distribution  included:  catering 

manager,  se ere tary- treasurer , advertising  department,  direc- 
tor of  transportation,  vice-president,  planning  department 
and  officers.  Ten  companies  made  no  definite  commitment  on 
this  topic. 

The  rate  of  plant  operation  depends  largely  on  a 
proper  balance  between  the  sales  and  production  activity,  as 
shown  by  its  first  place  ranking  in  Table  24. 

tabu:  24 

METHOD  OF  PRIMS  IMPORTANCE  IN  THE 
DETERMINATION  OF  THE  RATE 


OF  PLANT  OPERATION 
Method  Ranking 

Sales  and  manufacturing  balance  1 

Forecasting  2 

Production  control  3 


The  most  frequent  period  of  long-range  planning  for 
the  rate  of  operation  was  1 year.  The  second  most  frequent 
period  was  6 months.  Periods  of  3 months,  1 month  and  5 
years  are  ranked  third,  fourth  and  fifth  respectively.  The 
range  of  planning  as  practiced  extended  from  1 week  in  a 
meat  products  plant  to  20  to  30  years  in  a public  utility. 
Most  of  the  63  businesses  in  this  connection  had  finance, 
purchasing,  production,  sales  and  personnel  integrated,  both 
as  to  rate  and  time  period. 
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Sales  and  manufacturing  balance  was  the  principal 
factor  in  the  determination  of  delivery  dates  of  the  various 
businesses.  Customer  demand  was  ranked  second;  shipping 
time,  third,  and  the  seasonal  pattern  was  assigned  fourth 
ranking.  The  size  and  distribution  of  inventory  was  deter- 
mined largely  through  sales  estimates. 

The  type  of  agency  through  which  foreign  operations 
were  conducted  in  16  organizations  was  the  home  office. 

Eight  organizations  used  an  export  agency,  A subsidiary  was 
utilized  by  4 of  the  organizations.  A bank  used  a foreign 
correspondent,  and  3 organizations  used  specialized  types  of 
agencies.  Thirty-one  organizations  did  not  conduct  any 
foreign  operations. 

Outside  Relationships.  The  outside  relationships 
covered  included  public,  governmental  and  industrial. 

At  some  companies,  particularly  large  ones,  public 
relations  is  set  up  as  a separate  department.  At  others, 
public  relations  activities  are  divided.  Regardless  of  the 
place  of  public  relations  in  the  organizational  structure  of 
the  company,  it  should  be  regarded  as  a management  and  con- 
trol tool  in  working  with  people. 

The  director  of  public  relations  was  the  most  fre- 
quent executive  to  whom  this  function  was  assigned  in  the  63 
surveyed  businesses.  The  president  was  the  second  most  fre- 
quent official,  and  the  vice-president  was  third.  Fourth 


position  was  assigned  to  the  sales  manager,  and  the  general 
manager  was  ranked  fifth.  Contrary  to  some  literature  in 
the  field,  the  personnel  director  was  only  Infrequently  made 
responsible  for  both  community  relations  and  internal  rela- 
tions.^ 

The  president  was  the  executive  to  whom  the  rela- 
tionships concerning  the  government  were  assigned  in  most 
firms.  The  vice-president  and  the  sales  manager  were  ranked 
second  and  third  respectively.  The  secretary  and  controller 
were  tied  for  fourth  and  fifth  rank. 

A somewhat  similar  distribution  appears  for  indus- 
trial relationships.  The  president  ranks  as  the  most  fre- 
quent individual  to  whom  these  relationships  have  been  as- 
signed. The  second  ranking  is  the  vice-president,  while 
third  and  fourth  positions  are  jointly  held  by  the  produc- 
tion manager  and  sales  manager. 

It  should  be  noted  that  in  all  cases  men  occupying 
high  positions  in  the  organization  were  responsible  for  out- 
side relationships. 

Departmental  Service.  The  steps  taken  by  the  busi- 
nesses to  control  demands  for  departmental  services  were 
analysed.  Ten  representative  situations  are  shown  in  Table 
25,  and  a complete  report  of  the  demands  upon  research, 
engineering,  statistical  and  legal  services  for  all  firms  is 

i-Scott,  Clothier,  and  Spriegel,  op.  cit.,  pp.  27-26. 


covered  in  the  individual  reports  of  the  63  businesses. 


As  mentioned  earlier,  departmental  services  were 
neither  budgeted  nor  controlled  in  a majority  of  the  compa- 
nies. Distribution,  if  any,  was  based  primarily  on  need. 

TABLE  25 

STEPS  TAKEN  TO  CONTROL  DEMANDS  FOR  DEPARTMENTAL  SERVICES 


Name  of  Firm 

Situation 

Chain  Belt  Company 

Budgets  are  utilized,  and  each 
department  head  is  responsible 
for  meeting  the  necessary  de- 
mands. The  budgets  are  sub- 
ject to  presidential  review. 

Darling  and  Company 

The  vice-president  is  responsi- 
ble for  the  supervision  of 
demands  for  services  such  as 
research,  engineering,  statis- 
tical and  legal. 

Giddings  and  Lewis 
Machine  Tool  Company 

Demands  upon  departmental  ser- 
vices are  discussed  and  ap- 
proved or  disapproved  by  the 
executive  committee  taking 
company  needs  into  considera- 
tion on  such  matters. 

Harley-Davidson  Motor 
Company 

Safety  director  has  done  much  to 
reduce  the  amount  requested 
for  medical  and  legal  expen- 
ses. Committee  action  is  in- 
stituted to  take  care  of  the 
unbudgeted  extraordinary  ex- 
penses as  they  occur. 

Howard  Foundry  Company 

Company  exercises  very  little 
control  over  departmental  ser- 
vices. Service  is  apportioned 
according  to  need. 

TABLE  25 — Continued 


Name  of  Firm 

Joseph  Schlitz  Brewing 
Company 


Weyenberg  Shoe  Manufac- 
turing Company 


L.  Wieman  and  Company 


Wisconsin  Telephone 
Company 


WO  ICY;  WGKY-TV 


Situation 

Requests  for  departmental  ser- 
vices are  handled  by  the  plan- 
ning committee  and  the  head  of 
the  service  department  in- 
volved. 

The  steps  taken  to  control  de- 
mands for  such  services  as 
research,  engineering,  statis- 
tical and  legal  are  regulated 
by  necessity  and  budgeted 
appropriations • 

Demands  upon  departmental  ser- 
vices are  controlled  by  the 
treasurer. 

Departmental  services  are  pro- 
vided on  an  "as  required" 
basis.  Recognition  is  given 
according  to  the  urgency  and 
importance  of  the  demands. 
Whenever  necessary,  control  is 
exercised  by  consultation  be- 
tween groups  of  department 
heads. 

Services  authorized  by  executive 
director  subject  to  the  ap- 
proval of  the  board  of  direc- 
tors. 


Demands  upon  Top -Management1 s Time.  One  of  the  most 
interesting  items  uncovered  during  the  personal  interviews 
with  company  executives  was  the  method  or  lack  of  method 
utilized  to  relieve  executives  of  unnecessary  and  time-con- 
suming administrative  detail.  The  methods  of  10  companies 
are  enumerated  in  Table  26.  Numerous  organizations  were 
quick  to  admit  that  this  was  a most  pressing  problem. 
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TABLE  26 

METHOD  USED  TO  RELIEVE  EXECUTIVES  OF  UNNECESSARY 
AND  TIME-CONSUMING  ADMINISTRATIVE  DETAIL 


Name  of  Firm 

Method 

Allen-Bradley  Company 

No  formal  method  is  used.  Some 
executives  delegate  details; 
others  personally  perform 
these  tasks.  An  undesirable 
situation  exists  because  the 
president  does  little  or  no 
delegating,  and  he  spends  16 
to  18  hours  daily  at  his  job. 
The  vice-presidents  consider 
it  essential  to  3pend  as  much 
time  at  their  jobs  as  the 
president  does. 

Arandell  Corporation 

Although  competent  secretarial 
help  handles  general  details, 
the  firm’s  executives  are 
overworked. 

T.  A.  Chapman  Company 

In  this  department  store,  de- 
tails which  are  usually  done 
in  other  organizations  by 
assistants  are  performed  by 
top-executives. 

Giddings  and  Lewis 
Machine  Tool  Company 

A good  work  force  is  familiar 
with  these  details,  and  exec- 
utives delegate  authority  and 
fix  responsibility  with  sub- 
ordinates. 

The  Heil  Company 

There  is  much  room  for  improve- 
ment in  this  area.  Steps 
taken  to  relieve  the  executive 
center  around  the  provision  of 
an  adequate  staff  of  competent 
personnel. 

Phoenix  Hosiery  Company 

Some  of  the  executives  bothered 
with  this  problem  have  been 
given  assistants  to  handle  de- 
tails. An  example  of  this  is 
the  assistant  to  the  presi- 
dent. 

TABLE  26— Continued 


Name  of  Firm 


Method 


A,  George  Schulz  Company 


Weyenberg  Shoe  Manufac- 
turing Company 


Competent  secretaries  and  admin- 
istrative assistants  handle 
many  time-consuming  details. 

The  methods  employed  to  relieve 
executives  of  unnecessary  and 
time-consuming  detail  are: 
establishment  of  a Junior 
Management  Program,  appoint- 
ments of  supervisory  person- 
nel, department  heads,  other 
subordinate  positions,  indus- 
trial relations  department  and 
a general  administrative 
office. 


Wisconsin  Telephone  All  possible  administrative  de- 

Company  tails  are  delegated.  Basic 

policy  is  to  have  all  deci- 
sions made  at  levels  affected. 
All  supervisors  are  expected 
to  make  their  own  decisions 
and  they  are  given  adequate 
authority  along  with  this  re- 
sponsibility. 

Name  withheld  It  is  up  to  the  executives  to 

delegate  these  details  or  hire 
professional  help.  The  com- 
pany owns  and  leases  out  ad- 
joining buildings.  Formerly 
top-executives  handled  all  the 
details  connected  with  the 
buildings,  but  a real  estate 
company  has  relieved  top- 
management  of  this  detail. 


In  conclusion,  the  principal  management  tools  uti- 
lized to  measure  and  control  performance  in  the  63  companies 
were:  budgets,  standards,  reports  and  charts,  manuals, 
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profit-and-loss  statements  and  cost  control  devices.  The 
most  frequently  used  device  of  this  group  was  the  report  and 
chart,  and,  surprisingly  enough,  the  least  frequently  used 
device  was  the  manual. 


CHAPTER  VI 


SUMMARY  OF  APPLICATION  OF  MANAGERIAL  CONTROLS 
TO  THE  BUSINESSES  SURVEYED 


Information  concerning  63  Milwaukee-Chicago  area 
firms  engaged  in  business  operations  has  been  summarized, 
thus  providing  a description  of  the  companies’  application 
of  managerial  controls  on  the  topics  of  organization,  poli- 
cies, appropriations  and  disbursements,  industrial  rela- 
tions, operations,  outside  relationships,  departmental  serv- 
ices and  demands  upon  top-management’s  time.  The  conclu- 
sions are  summarized  as  follows: 

I.  Organization. 

A.  Seventy-six  per  cent  of  the  firms  had  worked 
out  a future  plan. 

B.  Expansion  was  by  far  the  most  frequent  ele- 
ment of  future  planning. 

C.  Fifty- three  per  cent  of  the  firms  designated 
the  board  and/or  president  as  the  party  re- 
sponsible for  organizational  planning  and 
control.  Twenty-five  per  cent  assigned  the 
duty  to  the  department  head  or  officer. 

D.  Thirty- two  per  cent  of  the  firms  used  formal 
board  and  committee  meeting  as  the  procedure 
for  controlling  organizational  planning. 
Nineteen  per  cent  used  Informal  discussions 
among  executives.  Twenty- seven  per  cent  ap- 
parently had  no  planning  procedure. 
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E.  Ninety-two  per  cent  of  the  firms  subjected 
the  organizational  planning  to  control  by 
review. 

F.  Forty-eight  per  cent  of  the  firms  designated 
the  board  and/or  president  as  the  party  re- 
viewing the  organizational  planning.  Thirty- 
five  per  cent  used  a committee  or  council. 
Twenty  per  cent  apparently  had  no  procedure. 

G.  Thirty-five  per  cent  varied  the  frequency  of 
the  organizational  plan  review.  Thirteen 
per  cent  of  the  firms  exercised  a continual 

review. 

H.  Thirty  per  cent  of  the  firms  used  formal 
board  and  committee  meetings  as  the  proce- 
dure for  the  review  and  control  of  the  or- 
ganizational plan.  Twenty-five  per  cent  of 
the  firms  used  reports  and  experience. 

I.  Thirty  per  cent  of  the  firms  adopted  depart- 
mentalization a3  the  method  for  controlling 
the  number  of  employees  reporting  to  one 
executive.  Thirteen  per  cent  used  line  au- 
thority. Twenty-seven  per  cent  apparently 
had  no  method. 

J.  Fourteen  per  cent  of  the  firms  used  depart- 
mentalization as  the  method  to  avoid  too- 
finely  divided  functions.  Fourteen  per  cent 
used  written  responsibility  and  accounta- 
bility. Fifty  per  cent  apparently  used  no 
method. 

K.  Factors  aiding  in  the  development  of  company 
loyalty  were  numerous  and  diverse. 

L.  One  of  the  most  difficult  situations  facing 
the  surveyed  businesses  was  the  accumulation 
of  miscellaneous  and  unrelated  activities 
under  one  executive.  The  controls  used  are 
noted  in  Table  10. 

M.  The  method  of  adjusting  the  duties  and  re- 
sponsibilities of  the  executive  position  to 
the  individual  varied  from  one  firm  to 
another. 
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N.  Inbreeding  in  the  firm  was  a much  more  com- 
mon practice  than  bringing  outsiders  into 
the  organization. 

II.  Folicies. 

A.  Seventy-one  per  cent  of  the  companies  used 
formal  board  and  committee  meetings  as  the 
control  procedure  of  policy  determination. 
Eleven  per  cent  apparently  had  no  procedure. 

B.  Fifty-seven  per  cent  of  the  companies  used 
regular  notices,  manuals  and  instructions 
as  the  method  by  which  policies  were  made 
known  to  executive  and  subordinate  person- 
nel. Nineteen  per  cent  used  meetings. 

C.  Thirty- two  per  cent  relied  upon  observation 
and  the  report  of  the  department  head  as 
the  type  of  control  on  compliance  with  and 
interpretation  of  company  policy.  Twenty- 
five  per  cent  used  informal  means.  Four- 
teen per  cent  apparently  had  no  type  of 
control. 

III.  Appropriations  and  Disbursements. 

A.  The  accounting  department  ranked  first  as 
the  control  agency  of  prime  responsibility 
for  the  review  and  check  on  capital  expend- 
itures. The  board  of  directors  and  officers 
were  jointly  ranked  second  and  third. 

B.  The  accounting  department  was  the  principal 
control  agency  responsible  for  the  review 
and  check  of  professional  expenditures.  The 
board  and/or  the  president  ranked  second  and 
the  secretary-treasurer  was  third. 

C.  The  review  and  control  of  maintenance  out- 
lays involved  various  agents  or  agencies 
largely  dependent  upon  the  nature  of  the 
business. 

D.  Considerable  variation  among  businesses  was 
present  in  the  review  and  control  of  opera- 
ting expenditures. 
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E.  The  board  and/or  the  president  was  the 

agency  of  prime  responsibility  for  the  con- 
trol of  external  contract  negotiations.  The 
purchasing  department  was  second  and  the 
company  officers  were  third. 

IV.  Industrial  Relations. 

A.  The  plan  for  controlling  the  quality  of 
hourly  employees  and  staff  and  executive 
personnel  varied  from  one  concern  to  another. 

B.  One  of  the  most  difficult  problems  faced  by 
the  businesses  was  the  situation  where  an 
executive  in  a key  position  raised  a serious 
personnel  problem  because  of  his  personality 
or  age.  This  situation  evidenced  no  gener- 
al plan  of  control. 

C.  The  prime  factor  in  the  determination  of  the 
wage  level  of  workers  according  to  37  per 
cent  of  the  businesses  was  collective  bar- 
gaining. The  community  rate  was  the  deter- 
mining factor  according  to  37  per  cent. 
Twenty-seven  per  cent  made  no  definite  com- 
mitment on  this  subject. 

D.  Fifty-two  per  cent  of  the  businesses  applied 
job  rating  as  a means  of  control  to  supervi- 
sory and  staff  positions.  Thirty-three  per 
cent  applied  job  rating  to  clerical  posi- 
tions) and  25  per  cent  applied  it  to  produc- 
tion positions. 

E.  The  personnel  manager  was  the  first  ranked 
agent  of  prime  responsibility  for  the  col- 
lective bargaining  function.  Second  and 
third  rankings  were  divided  between  a com- 
mittee and  the  vice-president. 

V.  Operations, 

A.  Nineteen  per  cent  of  the  companies  used  the 
department  head  as  the  control  authority  for 
the  expansion  and  contraction  of  the  work 
force.  Fourteen  per  cent  used  the  general 
superintendent . 
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B.  Thirty  per  cent  of  the  companies  used  the 
product  committee  as  the  principal  control 
for  determining  and  changing  the  line  of 
products.  Twenty-two  per  cent  were  guided 
mainly  by  consumer  demand.  Seventeen  per 
cent  apparently  had  no  means. 

C.  Twenty-seven  per  cent  of  the  companies  used 
quality  control  as  the  principal  method  by 
which  the  product  standard  was  determined. 
Sixteen  per  cent  used  laboratory  experimen- 
tation. Thirteen  per  cent  apparently  had  no 
method. 

D.  Thirty  per  cent  of  the  companies  designated 
the  sales  manager  as  the  control  agency  of 
prime  responsibility  for  other  merchandising 
considerations . 

E.  Seventeen  per  cent  of  the  companies  named 
the  department  head  as  the  party  of  prime 
responsibility  for  keeping  facilities  ade- 
quately up  to  date  and  competitive.  Thir- 
teen per  cent  mentioned  the  plant  engineer. 

F.  Fourteen  per  cent  of  the  companies  depended 
upon  the  plant  engineer  as  the  party  for 
controlling  the  abandonment,  dismantling  and 
disposal  of  facilities.  Eleven  per  cent  of 
the  companies  used  the  board  of  directors, 
and  10  per  cent  used  the  works  manager. 

G.  Nineteen  per  cent  of  the  companies  assigned 
the  plant  engineer  the  responsibility  for 
controlling  the  specifications  and  selection 
of  equipment  and  facilities.  Eleven  per 
cent  used  the  department  head,  and  10  per 
cent  used  the  works  manager. 

H.  Thirty-seven  per  cent  of  the  companies  used 
the  sales  level  for  the  control  of  price 
policies  and  practices.  Twenty- two  per  cent 
did  not  designate  the  executive  level  at 
which  the  authority  for  price  policies  and 
practices  existed. 

I.  Forty-four  per  cent  of  the  companies  desig- 
nated the  sales  manager  as  the  party  of  prime 
authority  for  entering  new  market  areas  or 
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withdrawing  from  existing  areas.  Thirteen 
per  cent  used  the  president.  Sixteen  per 
cent  named  no  party. 

J.  Twenty-seven  per  cent  of  the  companies  named 
the  sales  manager  as  the  party  for  control 
of  the  location  and  extent  of  warehouses  and 
other  market  service  facilities.  Seventeen 
per  cent  failed  to  disclose  any  individual. 

K.  Forty  per  cent  of  the  companies  made  the 
sales  manager  responsible  for  control  of  the 
channels  and  methods  of  distribution.  Elev- 
en per  cent  used  the  distribution  manager. 
Sixteen  per  cent  failed  to  name  any  party. 

L.  The  balance  between  sales  and  production  was 
ranked  first  as  the  method  of  prime  impor- 
tance in  the  determination  of  the  rate  of 
plant  operation.  Forecasting  was  second. 

M.  The  period  of  one  year  ranked  first  as  the 
most  frequent  period  of  long-range  planning 
of  the  rate  of  operation  period.  A period 
of  six  months  was  second. 

N.  The  balance  between  sales  and  manufacturing 
was  ranked  first  as  the  principal  control  in 
the  determination  of  delivery  dates. 

O.  Twenty-five  per  cent  of  the  companies  used 
a home  office  as  the  type  of  agency  control 
through  which  foreign  operations  were  con- 
ducted. Fifty  per  cent  of  the  companies, 
however,  had  no  foreign  operations. 

VI.  Outside  Relationships. 

A.  The  director  of  public  relations  was  ranked 
first  as  the  executive  to  whom  the  relation- 
ships concerning  the  public  were  assigned. 

B.  The  president  was  accorded  first  rank  as  the 
executive  to  whom  the  relationships  concern- 
ing the  government  were  assigned. 

C.  The  president  was  named  most  frequently  as 
the  executive  to  whom  the  relationships 
affecting  industry  were  assigned. 
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VII,  Departmental  Service, 

A,  The  steps  taken  to  control  demands  for  de- 
partmental services  varied  from  one  concern 
to  another.  Considerable  laxity  existed  and 
little  control  was  exercised  in  this  area. 

VIII,  Demands  upon  Top-Management’s  Time, 

A,  The  methods  utilized  to  relieve  executives 
of  unnecessary  and  time-consuming  adminis- 
trative detail  were  susceptible  to  much 
improvement  in  a large  number  of  organiza- 
tions, 

B.  The  principal  tools  used  to  measure  and  con- 
trol performance  were:  reports  and  charts, 

budgets,  standards,  profit  and  loss  analyses, 
and  cost  control  techniques. 
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CHAPTER  VII 


CONCLUSIONS 

Controlling  is  a process  or  function  of  management 
for  assuring  that  performance  corresponds  to  plans.  Plan- 
ning is  therefore  necessary  for  controlling.  Furthermore, 
plans  must  be  based  on  standards,  which  are  the  sine  qua  non 
of  controls.  It  is  the  application  of  the  standards  con- 
tained in  the  plans  that  makes  it  possible  to  control  busi- 
ness activities.  Cur  control  problem  is,  therefore,  compa- 
ring the  activities  of  the  surveyed  business  institutions 
with  the  adopted  standards  in  order  to  determine  whether  or 
not  they  applied  the  standards  developed  from  their  internal 
planning,  or  borrowed  from  outside  sources,  to  check  or  con- 
trol their  operations. 

To  the  extent  that  plans,  or  the  organization  for 
effectuating  them,  are  lacking,  the  process  of  control  is 
negligible  or  nonexisting.  The  value  of  controls,  assuming 
good  planning  and  organization,  depends  on  two  things— the 
presence  of  acceptable  standards  and  their  use  by  competent 
executives  for  control  purposes.  The  final  use  of  controls 
exists  in  the  remedial  action  taken  for  getting  and  keeping 
the  various  managerial  functions  "under  control"— or  corre- 
sponding to  standards. 
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Our  chief  question,  by  and  large,  is  therefore  a 
determination  as  to  the  extent  to  which  controls  are  exer- 
cised by  the  companies  surveyed  in  the  Icilwaukee-Chicago 
area.  A further  observation  may  be  attempted  by  comparing 
their  use  of  controls  to  what  is  known  from  managerial  lit- 
erature as  to  the  use  of  controls  in  general. 

Specific  applications  as  to  the  first  of  these  ques- 
tions are  found  in  the  4#  observations  contained  in  Chapter 
VI.  From  these  findings  we  are  led  to  several  inescapable 
conclusions? 

1.  Planning  on  a broad  basis  among  the  surveyed 
companies  is  far  from  acceptable  when  compared 
to  the  recognized  principles  and  practices— at 
least  for  the  majority  of  their  members. 

2.  Organization  for  effective  planning  is  also,  on 
the  average,  below  acceptable  standards.  This 
conclusion  necessarily  follows  a situation  in- 
volving unsatisfactory  planning. 

3.  Standards  are,  for  the  most  part,  based  on  hit- 
or-miss  foundations  representing  personal  execu- 
tive experience.  There  is  little  evidence,  ex- 
cept among  the  large  firms,  that  standards  were 
scientifically  determined. 

4#  Control  applications  are  too  often  weakened,  or 


worse,  by  being  assigned  to  executives  who  are 
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responsible  for  the  activities  they  are  asked  to 
control.  This  questionable  policy  can  lead  only 
to  subjective  controls  in  most  cases. 

Comparing  control  methods  in  the  surveyed  portion  of 
the  Milwaukee-Chicago  area  with  the  country  as  a whole 
(which  is  actually  not  a specified  inquiry  in  this  study)  re- 
quires reference  to  that  managerial  literature  found  chiefly 
in  professional  magazines.  There  is  a well-established  con- 
clusion, based  on  many  national  surveys,  that  American  busi- 
ness in  general  is  lagging  behind  the  accepted  techniques 
and  principles  as  they  are  found  in  the  textbooks.  This 
general  observation  is  particularly  applicable  to  the  mana- 
gerial field  of  controls.  In  the  area  under  study  there  has 
been  comparatively  little  advance  in  control  techniques  be- 
yond departmental  or  activity  functions,  even  among  the 
large  companies. 

One  pertinent  and  clear  conclusion  derived  from  the 
Milwaukee-Chicago  study  is  that  none  of  the  companies  has 
made  any  attempt  to  set  up  a central  control  section.  Such 
an  advanced  control  technique  would,  of  course,  be  appli- 
cable to  only  large  concerns,  but  the  interviews  show  that 
they  have  not  even  considered  it,  even  if,  indeed,  they  have 
any  knowledge  of  its  existence.  The  central  control  unit 
helps  insure  uniformity  of  control  throughout  a large  com- 
pany’s departments  and  divisions.  Furthermore,  and  probably 
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more  important,  it  tends  to  make  the  controls  more  objective 
than  they  would  be  otherwise. 

The  chief  tools  of  control  are  methods,  procedures, 
systems,  statistics,  records,  reports  and  standards.^-  From 
comments  throughout  the  study,  and  particularly  from  the 
findings  enumerated  in  Chapter  VI,  it  is  evident  that  the 
generally  accepted  tools  of  control  are  insufficiently  used 
among  the  companies  included  in  the  study.  Effective  con- 
trols are  Impossible  without  adequate  records,  which  form 
the  basis  for  good  reporting.  It  must  be  realized,  also, 
that  a plethora  of  unsatisfactory  records  and  reports  can  do 
more  harm  than  good,  besides  being  unnecessarily  expensive. 
Periodic  weeding  by  trained  specialists  has  been  found  to  be 
a necessary  step  leading  to  helpful  control  records  and  re- 
ports. The  surveyed  concerns  showed,  on  the  average,  a woe- 
ful weakness  in  this  respect. 

Similar  observations  may  be  made  about  standards. 
They  must  be  flexible  and  subjected  to  changing  conditions 
if  they  serve  their  purpose  as  helpful  tools  for  control. 
Along  this  same  line,  there  is  no  doubt  but  that  controls, 
assuming  their  use,  are  as  good  as  the  standards  on  which 
they  are  based. 

^Henry  G.  Hodges,  Management— Principles . Practices . 
Problems  (Boston:  Houghton" Mifflin  Company ,19 5o ) , p.  loQ. 
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Dr.  Hodges  covered  the 

thorough  fashion  when  he  lists 

Definite  objectives 
Suitable  organization 
Prepared  programs 
Established  policies 
Adequate  procedures 
Budgeted  funds 


essentials  for  control  in  a 

them  as:^- 

Trained  personnel 
Properly  placed  personnel 
Progress  inspections 
Measuring  standards 
Regular  and  special  reports 


Reference  to  numerous  observations  throughout  this  study, 
including  Chapter  VI,  point  clearly  to  the  fact  that  the  use 
of  many  of  these  essentials  are  prominent  in  their  breach 
among  the  Milwaukee-Chicago  companies,  especially  with  the 
small  and  medium-sized  concerns. 


When  this  study  was  first  undertaken,  there  appeared 
a possibility  that  the  63  companies  dealt  with  would  be  ef- 
fectively controlled  in  the  manner  outlined  in  the  standard 
management  textbooks.  The  results  of  the  study  do  not  lead 
to  anything  like  uniformity  of  control  techniques.  A sig- 
nificant number  of  firms  expressed  little  knowledge  about 
any  principles  of  control.  Furthermore,  they  were  apparently 
satisfied  to  continue  their  management  under  the  then  exist- 
ing conditions.  In  those  concerns  where  executives  compared 
their  results  to  a standard  set  up  for  the  measurement  of 
expected  accomplishment,  the  nature  of  the  controls  was  dic- 
tated largely  by  the  requirements  of  the  individual  organi- 
zation, often  failing  to  conform  with  any  general  plan. 


^•Ibid. , pp.  166-167 
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Organization.  Effective  control  of  their  organiza- 
tions was  the  most  difficult  problem  faced  by  the  63  compa- 
nies. Of  the  4$  firms  possessing  a future  plan,  most  of 
which  were  tailored  to  their  specific  needs,  plant  expansion 
was  the  most  common.  The  lack  of  a future  control  plan  cov- 
ering this  field,  as  reported  by  15  concerns,  resulted  from 
the  fact  that  their  top-executives  were  too  preoccupied  with 
matters  of  current  concern  to  concentrate  on  the  future 
needs  of  their  business. 

Seventeen  businesses  had  no  procedure  for  organisa- 
tional planning,  so  had  no  opportunity  for  controlling  in 
this  field.  There  was  also  no  optimum  period  for  the  review 
of  an  organization  plan,  and  13  concerns  had  no  procedure 
for  matching  results  with  plans. 

Organizational  effectiveness  was  impaired  in  17 
firms  because  they  had  no  method  for  controlling  the  number 
of  subordinates  reporting  to  one  executive.  Thirty-one 
firms  had  no  method  for  avoiding  too-finely  divided  func- 
tions. 

Ho  general  plan  for  aiding  in  the  development  of 
company  loyalty  was  discovered  nor  was  any  control  technique 
set  up  or  operated  to  aid  the  many  concerns  faced  with  an 
accumulation  of  miscellaneous  and  unrelated  activities  under 
one  executive.  The  method  of  adjusting  the  duties  and  re- 
sponsibilities of  an  executive  position  to  the  individual 
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varied  from  one  firm  to  another.  In  general,  the  methods 
were  weak,  providing  very  little  control  relation  between 
assigned  tasks  and  actual  activities  performed. 

Last  but  not  least,  decentralisation  of  operations 
became  a problem,  and  the  chief  executive  had  to  determine 
the  degree  of  delegated  decision-making  among  the  newly  de- 
centralized units.  The  lack  of  method  to  relieve  executives 
of  unnecessary  and  time-consuming  administrative  detail  was 
a very  serious  problem  in  the  surveyed  companies.  (See 
Table  26.) 

i 

It  would  be  better  for  those  firms  which  have  or- 
ganization deficiencies  to  seek  the  advice  and  assistance  of 
a competent  management  consultant.  The  time  has  long  passed 
for  reliance  upon  self -Instituted  correction. 

Policies.  More  than  10  per  cent  of  the  concerns  had 
no  procedure  for  policy  determination,  while  another  group 
had  no  type  of  check  on  compliance  with  and  interpretation 
of  company  policies.  Lack  of  effective  policy  control  was 
present  since  these  firms  failed  to  check  their  operations 
in  terms  of  results. 

Appropriations  and  Disbursements.  The  analysis  of 
appropriations  and  disbursements  did  not  uncover  any  general 
plan  of  effective  control.  The  great  enumeration  of  respon- 
sible parties  and  the  individuality  of  numerous  reviews  and 
checks  led  clearly  to  such  an  observation.  It  can  be 
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stated,  however,  that  the  accounting  department  and  the 
board  of  directors  were  chiefly  responsible  for  the  control 
of  capital,  professional,  and  external  contract  activities, 
and  that  the  two  most  troublesome  control  areas  were  mainte- 
nance and  professional  services. 

Industrial  Relations . The  field  of  industrial  rela- 
tions was  complicated  by  the  fact  that  slightly  more  than  25 
per  cent  of  the  firms  made  no  mention  of  the  prime  factor  in 
the  determination  of  wage  levels  for  the  entire  plant  or 
firm.  It  is  only  good  business  to  have  some  knowledge  of 
wage-determining  factors  so  that  personnel  requirements  can 
be  met. 

Operations.  Next  to  organization,  operations  were 
the  second  most  troublesome  area  to  control.  Six  functions 
of  sound  operations  were  neglected  by  a number  of  the  sur- 
veyed firms. 

Two  of  the  6 neglected  functions  concerned  products. 
Slightly  more  than  10  per  cent  of  the  firms  had  no  principal 
means  for  determining  and  changing  the  line  of  products  and 
slightly  less  than  10  per  cent  had  no  principal  method  by 
which  the  standard  of  quality  of  the  product  was  determined. 

In  more  than  10  per  cent  of  the  firms  no  one  was  as- 
signed the  authority  for  price  policies  and  practices. 

Three  neglected  functions  concerned  market  areas  and 
channels.  Ten  per  cent  named  no  party  of  prime  authority 
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for  entering  new  market  areas  or  withdrawing  from  existing 
areas;  slightly  more  than  10  per  cent  failed  to  disclose  the 
party  deciding  on  the  location  and  extent  of  warehouses  and 
other  market  service  facilities;  and  about  10  per  cent 
failed  to  name  the  party  responsible  for  the  determination 
of  the  channels  and  methods  of  distribution. 

Company  Manual,  One  of  the  principal  management 
tools  utilized  to  measure  and  control  performance  in  the  63 
companies  was  the  company  manual.  Its  use  was  by  no  means 
universal  and  there  were  few  examples  of  such  a detailed  and 
thorough  organization  manual  as  that  of  the  Koppers  Company, 
for  example, 

-The  Future,  Although  our  body  of  knowledge  on  the 
subject  of  control  has  increased  considerably  in  the  twenti- 
eth century,  its  application  is  still  uneven.  Many  firms  do 
not  know  when  things  are  out  of  control  and  how  to  get  them 
back  under  control.  The  solution  may  lie  in  the  discovery 
of  a General  Theory  of  Control  which  would  enable  a firm  to 
arrive  at  nearly  correct  solutions  to  its  basic  control 
problems. 

boraetime  in  the  future  we  may  see  enlightened  man- 
agement reduce  the  size  of  our  plants  to  several  thousand 
men.  Henry  Ford  II  held  the  opinion  that  general  manage- 
ment was  most  effective  in  a unit  employing  between  2,250 
and  2,500  men.  For  example,  of  the  4 largest  surveyed 
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organizations,  the  Allis-Chalmers  Manufacturing  Company  and 
the  Inland  Steel  Company  were  effectively  controlled,  how- 
ever, the  A.  0.  Smith  Corporation  and  the  Wisconsin  Tele- 
phone Company  found  centralized  control  with  decentralized 
responsibilities  very  difficult  to  achieve.  It  is  well 
known  that  as  firm  size  increases,  the  relative  importance 
of  managerial  ability  increases  and  that  of  technical  abil- 
ity declines.  In  middle-sized  companies  both  factors  tend 
to  be  of  somewhat  equal  importance.  Barring  a reduction  of 
the  size  of  the  plant,  large  firms  in  the  future  will  prob- 
ably have  their  home  offices  functioning  solely  as  manage- 
ment consultants  who  advise  decentralized  producing,  market- 
ing and  finance  decision  makers.  Small  firms  may  also  have 
outside  consultants  to  help  solve  problems  in  organizing  and 
introducing  controls. 
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APPENDIX  A 


LIST  OF  COMPANIES  INCLUDED  IN  THE  STUDY 

Ace  Foods 

Acme  Chemical  Company 

Allen-Bradley  Company 

Allis-Chalmers  Manufacturing  Company 

Amity  Leather  Products  Company 

Arandell  Corporation 

Badger  Die  Casting  Corporation 

Ben-Hur  Manufacturing  Company 

Chain  Belt  Company 

T.  A.  Chapman  Company 

Cleaver-Brooks  Company 

The  Cramer-Krasselt  Company 

Cutler-Hammer  Incorporated 

Darling  and  Company 

Doehler-Jarvis  Corporation 

Fritzel’s  Incorporated 

First  Wisconsin  National  Bank 

General  Electric  Company 
X-Ray  Department 

Giddings  and  Lewis  Machine  Tool  Company 
John  Graf  Company 
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Haas  Foundry  Company 

Hardware  Mutuals 

Harley-Davidson  Motor  Company 

Harnischfeger  Corporation 

The  Heil  Company 

Hilty-Forster  Lumber  Company 

Howard  Foundry  Company 

Ingersol  Milling  Machine  Company 

Inland  Steel  Company 

Jacobsen  Manufacturing  Company 

Robert  A.  Johnston  Company 

Kearney  and  Trecker  Corporation 

A.  A.  Laun  Furniture  Company 

Marquette  University 

McKesson  and  Robbins  Incorporated 

Mercury  Engineering  Corporation 

Milwaukee  Journal 

Milwaukee  Public  Schools 

Moritz  and  Winter  Company 

Kesco  Incorporated 

Nunn-Bush  Shoe  Company 

Pabst  Brewing  Company 

Phoenix  Hosiery  Company 

W,  H,  Pipkorn  Company 

The  Prime  Manufacturing  Company 
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Joseph  Schlitz  Brewing  Company 
A.  George  Schulz  Company 
Sid-Harris  Sportswear  Incorporated 
Slocum  Hat  Corporation 
A.  0.  Smith  Corporation 
Smith  Engineering  Works 
Square  D Company 

Stolper  Steel  Products  Corporation 

W.  F.  Thiele  Company 

Tlgerton  Lumber  Company 

Weyenberg  Shoe  Manufacturing  Company 

Wheeler  Transportation  Company 

L.  Wieman  and  Company 

Wisconsin  Telephone  Company 

WOKY;  WOKY-TV 

George  Ziegler  Company 

Name  withheld 


Name  withheld 
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ENUMERATION  BY  FIRM  OF  THE  PRODUCT  MANUFACTURED  OR 
HANDLED,  OR  THE  SERVICE  RENDERED  AND  THE 
NUMBER  OF  EMPLOYEES 


Name  of  Firm 

Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Number  o: 
Employee 

Ace  Foods 

Milwaukee,  Wisconsin 

Catering  service 

327 

♦Acme  Chemical  Company 
Milwaukee,  Wisconsin 

Floor  cleaning 
chemicals 

165 

♦Allen-Bradley  Company 
Milwaukee,  Wisconsin 

Electric  Kotor  Con- 
trols, electronic 
components 

4,300 

♦Allis-Chalraers  Manu- 
facturing Company 
West  Allis,  Wisconsin 

Industrial  tractors, 
construction  equip- 
ment, farm  tractors 
and  machinery,  found- 
ry and  miscellaneous 
machinery 

17,604 

Amity  Leather  Products 
Company 

West  Bend,  Wisconsin 

Billfolds,  handbags, 
keycases,  tobacco 
pouches,  dressing 
cases 

450 

♦Arandell  Corporation 
Wauwatosa,  Wisconsin 

Color  and  black  and 
white  lithography 

BO 

♦Badger  Die  Casting 
Corporation 
Milwaukee,  Wisconsin 

Aluminum  die  castings, 
zinc  die  castings,  die 
casting  dies 

7B 

♦Ben-Hur  Manufacturing 
Company 

Milwaukee,  Wisconsin 

Farm  and  home  freezers, 
refrigerators 

211 

111 
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Name  of  Firm 

Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Number  of 
Employees 

♦Chain  Belt  Company 
Milwaukee,  Wisconsin 

Drive  and  conveyor 
chains,  sprockets, 
etc. 

2,455 

T*  A.  Chapman  Company 
Milwaukee,  Wisconsin 

Department  store 

400 

♦Cleaver-Brooks  Company 
Milwaukee,  Wisconsin 

Boilers,  road  ma- 
chinery, oil  burners, 
distillation  units, 

centrifuges 

550 

♦The  Cramer-Kra3selt 
Company 

Milwaukee,  Wisconsin 

Advertising  agency 

128 

♦Cutler-Hammer , 
Incorporated 
Milwaukee,  Wisconsin 

Motor  controls, 
safety  switches, 
controls 

4,900 

Darling  and  Company 
Chicago,  Illinois 

Glue,  soap,  nitro- 
glycerin 

1,000 

Doehler- Jarvis 
Corporation 
Grand  Rapid3,  Michigan 

Diecastings 

2,000 

♦First  Wisconsin  National 
Bank 

Milwaukee,  Wisconsin 

Complete  banking 
service 

1,953 

Fritzel’s  Incorporated 
Milwaukee,  Wisconsin 

Women1 s apparel 

35 

♦General  Electric  Company 
X-Ray  Department 
Milwaukee,  Wisconsin 

X-ray  tubes,  medical 
and  industrial  X-ray 
equipment,  X-ray 
supplies,  accessories 

1,468 

♦Giddings  and  Lewis 
Machine  Tool  Company 
Fond  du  Lac, 
Wisconsin 

• 

Machine  tools,  acces- 
sories and  attach- 
ments, planers,  etc. 

1,025 

Name  of  Firm 

Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Number  of 
Employees 

*John  Graf  Company 

Milwaukee,  Wisconsin 

Beverages,  white  soda, 
ginger  ale,  Tom 
Collins,  sparkling 
water,  cherry,  lime, 
etc.,  fountain  syrups 

110 

*Hsas  Foundry  Company 
Milwaukee,  Wisconsin 

Grey  iron  castings, 
aluminum  castings, 
cylinder  heads 
(aluminum) 

65 

Hardware  Mutuals 

Milwaukee,  Wisconsin 

Insurance 

120 

*Harley-Davidson  Motor 

Company 

Milwaukee,  Wisconsin 

Motorcycles,  2 and 
4 cycle  air-cooled 
motors,  transmissions, 
automotive  accessories 

1,325 

*Harnischfeger  Corpora- 
tion 

Milwaukee,  Wisconsin 

Power  shovels,  welders 
and  electrodes,  over- 
head cranes,  hoists, 
pre-fabricated  houses, 
diesel  engines,  etc. 

3,172 

*The  Heil  Company 

Milwaukee,  Wisconsin 

Bodies  and  hoists,  road 
machinery,  tanks,  oil 
burners,  dehydrators 

2,500 

*Hilty-Forster  Lumber 
Company 

Milwaukee,  Wisconsin 

Millwork,  wooden  boxes 
miscellaneous  lumber 
products 

65 

Howard  Foundry  Company 
Milwaukee,  Wisconsin 

Castings 

400 

Ingersol  Milling 
Machine  Company 
Rockford,  Illinois 

Milling  machines 

500 

^Inland  Steel  Company 
Chicago,  Illinois 

Cold  and  hot  rolled 
steel,  sheets  and 
strips,  hot  rolled 
carbon  steel  bars  and 
plates,  galvanized 
sheet  products,  etc. 

25,000 

11 4 


Name  of  Firm 

Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Number  of 
Employees 

♦Jacobsen  Manufacturing 
Company 

Racine,  Wisconsin 

Power  and  hand  lawn 
mowers,  snow  plows, 
gasoline  engines  and 
leaf  mills 

1,000 

♦Robert  A.  Johnston 

Company 

Milwaukee,  Wisconsin 

Cookies  and  crackers, 
chocolate  and  cocoa 
products,  candies  and 
confectionery 

950 

♦Kearney  and  Trecker 
Corporation 
West  Allis,  Wisconsin 

Metal  milling  machines 

2,526 

♦A.  A.  Laun  Furniture 
Company 

Kiel,  VTisconsin 

Living  room  tables 

130 

♦Marquette  University 
Milwaukee,  Wisconsin 

Education 

300 

McKesson  and  Robbins, 
Incorporated 
Milwaukee  Division 
Milwaukee,  Wisconsin 

Wholesale  drugs 

100 

♦Mercury  Engineering 
Corporation 
Milwaukee,  Wisconsin 

Paper  converting  ma- 
chines, rotary  aniluie 
printers,  special  pro- 
duction machines,  ma- 
chine tools,  grinders, 
specials,  etc. 

225 

Milwaukee  Journal 
Milwaukee,  Wisconsin 

Newspaper 

1,000 

♦Milwaukee  Public 
Schools 

Milwaukee,  Wisconsin 

Education 

3,542 

Moritz  and  Winter 

Ken’s  clothing 

100 

Company 

Milwaukee,  Wisconsin 
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Name  of  Firm 

Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Number  of 
Employees 

*Nesco,  Incorporated 

Milwaukee,  Wisconsin 

Steel  barrels,  elec- 
tric roasters,  gal- 
vanized ware,  tin- 
ware, stoves  and 
heaters 

2,700 

*Nunn-Bush  Shoe  Company 
Milwaukee,  ’Wisconsin 

Men’s  dress  shoes 

1,270 

*Pab3t  Brewing  Company 

Milwaukee,  Wisconsin 

Beer,  ale,  brewer’s 
yeast,  animal  feed 
ingredients,  malt 
syrup,  enzymes 

1,900 

*Phoenix  Hosiery 

Company 

Kilttfaukee,  Wisconsin 

Women’s  hosiery,  men’s 
hosiery,  knitted  neck- 

\-?ear 

1,223 

W.  H.  Pipkorn  Company 
Milwaukee,  Wisconsin 

Building  supplies 

120 

*The  Prime  Manufacturing 
Company 

Milwaukee,  Wisconsin 

Railroad  supplies,  lift-  100 

ing  jacks,  equipment 
for  tanneries 

^Joseph  Schlitz  Brewing 
Company 

Milwaukee,  Wisconsin 

Beer,  dried  grains, 
yeast 

4,^00 

*A.  George  Schulz 
Company 

Milwaukee,  Wisconsin 

Set-up  paper  boxes, 
corrugated  and  solid 
fibre  containers, 
folding  paper  boxes 

443 

*3id-Harris  Sportswear, 
Incorporated 
Milwaukee,  Wisconsin 

Junior  sport  shirts 

120 

^Slocum  Hat  Corporation 
Milwaukee,  Wisconsin 

Ladle 3’  and  children’s 
hats 

220 
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Name  of  Firm 

Product  Manufactured 

or  Handled,  or  Serv- 
ice Rendered 

Number  of 
Employees 

♦A.  0.  Smith  Corporation 
Milwaukee,  Wisconsin 

Automobile  frames, 
welded  steel  pipe  auto- 
matic domestic  water 

heaters,  welding  ma- 
chines, electric 
motors,  pumps,  etc* 

9,500 

♦Smith  Engineering  Works 
Milwaukee,  Wisconsin 

Gyrasphere  crushers, 
jaw  crushers;  crush- 
ers and  equipment  for 
quarries  and  mines 

132 

♦Square  D Company 

Industrial  Controller 

Division 

Milwaukee,  Wisconsin 

Electric  motor  start- 
ers and  contractors, 
multi-motor  and  con- 
trol center,  push  but- 
tons, float  switches; 
electronic  motor  con- 
trol, etc. 

1,600 

♦Stolper  Steel  Products 
Company 

Menomonee  Falls, 
Wisconsin 

Soldered,  welded  and 
seam  welded  fuel  and 
oil  tanks,  guards,  etc. 

346 

W.  F.  Thiele  Company 
Milwaukee,  Wisconsin 

Sausages 

150 

♦Tigerton  Lumber  Company 
Tigerton,  Wisconsin 

Lumber,  furniture 

126 

♦Weyenberg  Shoe  Manufac- 
turing Company 
Milwaukee,  V/isconsin 

Men’s  dress  and  work 
shoes,  juvenile  shoes 

1,700 

Wheeler  Transportation 
Company 

Menasha,  Wisconsin 

Coaimon  carrier 

240 

L.  Wieman  and  Company 
Mi lwauke e , W: i s co n sin 

5 and  10  chain  stores 

500 

♦Wisconsin  Telephone 

Telephone  communication 

9,340 

Milwaukee,  Wisconsin 
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Name  of  Firm 


WOKY 

WOKY-TV  Broadcasting 
Station 

Milwaukee,  Wisconsin 

♦George  Ziegler  Company 
Milwaukee,  Wisconsin 

♦Name  withheld 

Milwaukee,  Wisconsin 

♦Name  withheld 

Milwaukee,  Wisconsin 


Product  Manufactured 
or  Handled,  or  Serv- 
ice Rendered 

Radio  and  television 
broadcasting 


Candies 


Radio  broadcasting 


Keys 


Number  of 
Employees 


BO 


110 

2,200 

6,500 


♦Classified  Directory  of  Wisconsin  Manufacturers: 
Milwaukee,  Wisconsin  Manufacturers*  Association,  1955. 


APPENDIX  C 


ENUMERATION  BT  FIRM  OF  THE  EXECUTIVE  INTERVIEWED 


Ace  Foods 

Acme  Chemical  Company 

Allen-Bradley  Company 

Allis-Chalmers  Manufacturing 
Company 

Amity  Leather  Products 
Company 

Arandell  Corporation 

Badger  Die  Casting 
Corporation 

Ben-Hur  Manufacturing 
Company 

Chain  Belt  Company 

T.  A.  Chapman  Company 

Cleaver-Brooks  Company 

The  Cramer-Krasselt 
Company 

Cutler-Hammer  Incorporated 

Darling  and  Company 

Doehler-Jarvis  Corporation 

Fritzel’s  Incorporated 

First  Wisconsin  National 
Bank 


Catering  manager 

Executive  vice-president 

Chief  economist 

Assistant  director  of 
public  relations 

Vice-president 

Vice-president  of  sales 
Se  ere tary-trea  surer 

President 

Plant  manager 
General  superintendent 
Purchasing  agent 
Vice-president-treasurer 

President 

President 
General  manager 

Production  superintendent 

Treasurer 

Assistant  cashier 
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General  Electric  Company 
X-Ray  Department 

Giddings  and  Lewis 
Machine  Tool  Company 

John  Graf  Company 

Haas  Foundry  Company 

Hardware  Mutuals 

Harley-Davidson  Motor 
Company 

Harnischfeger  Corporation 


The  Heil  Company 


Hilty-Forster  Lumber 
Company 

Howard  Foundry  Company 

Ingersol  Milling  Machine 
Company 

Inland  Steel  Company 

Jacobsen  Manufacturing 
Company 

Robert  A.  Johnston 
Company 

Kearney  and  Trecker 
Corporation 

A.  A.  Laun  Furniture 
Company 

Marquette  University 


McKesson  and  Robbins 
Incorporated 


Employee  training  and 
communications  manager 

Controller-secretary- 

treasurer 

Production  manager 
President 
General  manager 
President 

Vice-president  of 
Engineering 

Vice-president 
Personnel  manager 

Vice-president 

Plant  manager 
Production  manager 

Comptroller 

Vice-president 

Controller 

Personnel  assistant 

President 

Assistant  to  the  president 
Business  manager 

Secretary 
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Mercury  Engineering 
Corporation 

Milwaukee  Journal 

Milwaukee  Public  Schools 

Moritz  and  Winter  Company 

Nesco,  Incorporated 

Nunn-Bush  Shoe  Company 

Pabst  Brewing  Company 

Phoenix  Hosiery  Company 

W.  H.  Pipkorn  Company 

The  Prime  Manufacturing 
Company 

Joseph  Schlitz  Brewing 
Company 

A.  George  Schulz  Company 

Sid-Harris  Sportswear 
Incorporated 

Slocum  Hat  Corporation 

A.  0#  Smith  Corporation 

Smith  Engineering  Works 

Square  D Company 

Stolper  Steel  Products 
Company 

W.  F.  Thiele  Company 
Tigerton  Lumber  Company 


Vice  President 

Business  manager 
Assistant  superintendent 
Vice-president 
President 

Vice-president  of  sales 

Purchasing  agent 

Vice-president 

Personnel-office-credit 

manager 

Secretary 

Office  manager 

Secretary-personnel 

director 

Head  accountant 

Production  superintendent 

Head  of  manufacturing  staff 
Controller 

Business  manager 

Vice-president 

Controller 

Vice-president 
General  manager 
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Weyenberg  Shoe  Manufacturing 
Company 

Wheeler  Transportation 
Company 

L.  Wieman  and  Company 

Wisconsin  Telephone 
Company 

WOKYjWOKY-lV 

George  Ziegler  Company 

Name  withheld 

Name  withheld 


Vice-president  of  produc- 
tion 

Vice-president  of  sales 
Advertising  manager 
Secretary 

Vice-president 

Treasurer 

General  plant  supervisor 

President 
Vice-president 
Office  manager 
Se  ere tary-trea  surer 


APPENDIX  D 


INDIVIDUAL  REPORTS  OF  63  BUSINESSES 
Ace  Foods 

Ace  Foods  is  a firm  dealing  in  a service.  The  com- 
pany is  the  largest  catering  firm  in  the  state  of  Wisconsin 
and  handles  most  of  the  social  functions  in  the  Milwaukee 
area.  Ace  also  maintains  a large  restaurant  at  the  address 
of  the  main  plant. 

The  president  determines  the  basic  organizational 
structure.  He  is  the  sole  owner  and  all  the  important  mat- 
ters are  examined  by  him,  even  though  the  matter  may  be 
strictly  departmental.  Future  plans  of  expansion  in  the  in- 
dustrial catering  field  have  been  approved.  The  major  impe- 
tus for  expansion  is  the  demand  for  catering  service  by  in- 
dustrial plants.  The  organizational  plan  is  subject  to  re- 
view whenever  the  president  thinks  it  is  necessary.  Organi- 
zational review  is  carried  out  at  the  meetings  of  top-execu- 
tives along  with  the  department  supervisors. 

Organizational  effectiveness  is  the  goal  of  depart- 
mentalization. Responsibilities  are  delegated  to  department 
heads  to  prevent  any  shirking  of  duties.  Most  executives 
and  department  heads  are  brought  in  from  the  outside,  but 
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most  foremen  are  brought  up  through  the  ranks.  Since  expe- 
rience is  a prime  requisite  for  executives,  the  company 
hires  many  of  its  executives  from  large  restaurants  and 
hotels.  Executives  are  trained  to  adjust  to  the  duties  and 
responsibilities  of  the  positions. 

Business  policies  are  determined  by  the  president  and 
interpreted  and  checked  by  department  heads.  Policy  changes 
are  made  known  to  the  workers  through  meetings  and  regular 
notices,  which  are  attached  to  the  plant  bulletin  board. 
Employees  are  expected  to  make  suggestions  for  the  improve- 
ment of  service. 

The  annual  maintenance  budget  is  drawn  up  by  the  ac- 
counting department.  The  plant  superintendent  is  authorized 
to  manage  this  budget,  but  unusual  expenditures  are  subject- 
ed to  the  review  of  the  president.  The  budget  is  usually 
compared  to  the  previous  year's  expenses  with  depreciation 
factors  being  taken  into  account. 

Operation  expenditures  are  subject  to  review  and 
check  by  the  accounting  department  in  connection  with  the 
catering  manager  and  the  restaurant  manager,  who  by  past  ex- 
perience, can  estimate  expenses  incurred  for  every  phase  of 
the  operation.  These  departments  have  an  annual  budget,  but 
since  the  bulk  of  business  occurs  during  the  summer  months, 
a semi-annual  budget  appears  to  be  more  practical. 

Because  of  the  size  of  the  company  and  the  nature  of 
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the  business,  every  employee  comes  in  contact  with  the  de- 
partment heads.  Company  spirit  is  promoted  by  serving  free 
meals  to  all  employees  and  by  company  outings.  Careful  se- 
lection and  training  help  an  industrious  worker  to  advance 
himself.  Because  of  the  close  relationship  between  the  ex- 
ecutive and  the  subordinate,  the  department  head  knows  each 
employee’s  capabilities.  Therefore,  negative  discipline  is 
not  necessary  for  worker  improvement.  The  quality  of  the 
executive  personnel  is  maintained  through  rigid  training  and 
careful  initial  selection.  Selection  can  be  from  within  or 
without  the  organization. 

Company  wages  of  productive  workers  are  maintained 
by  unions  and  competition.  Occupational  differentials  are 
established  by  experience  and  education.  The  salaries  of 
executives,  as  well  as  all  salary  increases,  are  determined 
by  the  president.  Labor  grievances  are  handled  by  the  plant 
manager  at  step  one,  but  they  may  involve  presidential  sanc- 
tion. 

The  basic  working  force  is  determined  by  the  amount 
of  outside  catering  work.  The  plant  and  restaurant  maintain 
approximately  the  a&me  number  of  workers  throughout  the 
year.  Whenever  the  amount  of  work  exceeds  employee  capacity, 
the  catering  manager  decides  how  much  help  is  needed,  and 
he  hires  the  necessary  part-time  workers,  some  of  whom  are 
college  students. 
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Catering  foods  may  be  changed  by  suggestion  or  by 
the  demand  for  certain  items.  The  catering  department  con- 
trols all  outside  contracts  and  is  responsible  for  catering, 
servicing,  styling  and  packaging.  Facilities  are  maintained 
and  kept  up  to  date  by  the  plant  manager  and  the  president, 
who  select  and  set  up  the  standards  for  equipment. 

Market  areas  are  always  being  inspected  by  the 
catering  manager,  and  he  has  permission  to  direct  attention 
to  any  areas  which  he  feels  would  accept  AceT3  service.  The 
catering  manager  also  selects  the  method  of  distribution. 

The  rate  of  operation  and  the  starting  point  for  the  opera- 
tion are  determined  by  past  experience  and  study.  This  in- 
volves an  integration  of  finance,  procurement,  production, 
personnel  and  sales.  Operation  schedules  and  delivery  dates 
are  determined  by  the  time  required  to  set  up  the  equipment 
and  the  dates  specified  by  the  customer.  Size  and  distribu- 
tion are  directly  proportional  to  customer  demands  and  oper- 
ating schedules.  Public  relations  and  customer  satisfaction 
are  the  responsibility  of  the  catering  managers,  but  the 
plant  superintendent  is  responsible  for  governmental  and  in- 
dustrial relations. 

Executives  are  relieved  of  unnecessary  and  time-con- 
suming administrative  duties  by  the  direction  of  such  duties 
to  department  assistants.  Demands  from  the  main  plant  to 
the  field  forces  are  controlled  by  a daily  meeting  of  the 
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catering  manager  and  the  field  supervisor. 

Acme  Chemical  Company 

The  Acme  Chemical  Company  is  a manufacturer  of  chem- 
icals for  industrial  use.  The  firm  is  a family -owned-and- 
controlled  corporation.  The  top-management  group  holds 
rather  strict  control  over  the  organization^  policies.  The 
president,  the  chief  stockholder,  has  personally  chosen  the 
top-management  group.  The  firm  enjoys  excellent  employee 
relations  and  has  not,  as  yet,  suffered  a serious  labor 
problem.  Employees  range  from  top  research  chemists  to 
truck  drivers.  The  basic  work  of  the  firm  is  comprised  of  3 
major  divisions:  management , production  and  sales.  Future 

plans  include  an  expansion  program  to  the  West  Coast.  This 
has  come  about  through  the  efforts  of  the  general  manager, 
who  has  been  investigating  the  competition  factor  in  that 
area.  The  president  and  his  top  associates  were  considering 
the  required  capital  outlay  of  such  a move  at  the  time  of 
this  report.  The  executive  staff  discusses  weekly  many 
problems  that  have  arisen.  At  these  meetings,  statistics 
from  the  previous  week  are  reviewed  and  the  company  position 
is  plotted.  Effectiveness  is  achieved  by  Acme  in  3 major 
ways:  executives  and  junior  executives  are  competent  and 

well  trained,  the  customer,  rather  than  departmental  loyal- 
ties, is  the  principal  interest  of  the  company,  and  all 
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departments  are  distinct  divisions  of  the  enterprise. 

Company  policies  are  evolved  by  the  decisions  of 
top-management.  Local  staff  suggestions  and  reports  of  week- 
ly matters  are  utilized  and  evaluated.  Policies  are  made 
known  by  means  of  inter-office  memos.  All  junior  executives 
and  foremen  are  expected  to  carry  out  company  policy.  Ef- 
fects and  results  of  any  policies  are  reported  by  the  local 
staffs  to  top-management,  although  no  departmental  budgets 
exist  at  Acme.  The  firm  appears  to  be  operating  rather  ef- 
ficiently. Small  in  size  compared  to  some  other  industries, 
the  organization  is  able  to  control  expenditures  at  top- 
management  level.  Local  staffs  report  their  expenditures  to 
top-management.  These  v/eekly  reports  allow  top-management 
to  exercise  excellent  control.  The  salesmen  sell  on  a 
strict  commission  basis,  thus  no  expense  accounts.  There 
are  approximately  50  salesmen  covering  the  United  States  and 
Canada.  These  territories  are  large,  but  the  market  for  in- 
dustrial chemicals  is  widely  scattered.  Executives  must  pay 
their  own  expenses  out  of  their  salaries.  Outside  contracts, 
depending  on  their  nature,  are  handled  by  the  general  manag- 
er and  other  members  of  top-management. 

The  firm  enjoys  good  labor  relations.  The  company 
treats  its  employees  fairly  and  Acme  has  never  suffered  a 
strike,  walkout  or  other  serious  labor  problem.  There  is  no 
union,  but  the  employees  elect  their  own  representatives. 
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The  vice-president  likes  to  feel  that  management  and  employ- 
ees comprise  "one  big  successful  family."  There  are  numer- 
ous father-and-son  relations  in  the  company.  The  average 
hourly  wage  is  over  |2.  Management  feels  an  efficient 
hiring  program  is  responsible  for  its  successful  labor  situ- 
ation. Since  the  labor  force  is  small,  Acme  can  pick  its 
employees  rather  carefully.  Most  of  the  new  employees  come 
to  the  company  recommended  by  a present  employee,  Wage 
scales  are  governed  by  the  skill  required  for  each  job.  The 
general  manager  handles  the  duties  of  the  personnel  depart- 
ment, since  no  provision  has  been  made  for  a separate  de- 
partment. 

Acme  produces  a fairly  standard  chemical  line  for 
which  there  is  a rather  stable  demand.  Therefore,  the  work 
force  and  total  production  show  very  little  variation.  The 
vice-president  claims  that  1954  was  an  excellent  business 
year  for  the  firm,  even  though  the  economic  picture  for  the 
nation  as  a whole  wa3  not  too  bright.  New  products  are 
added  when  consumer  demand,  competition  or  research  warrant 
them.  Salesmen  handle  the  consumer  service  angle.  Local 
staffs  are  responsible  for  keeping  their  departments  running 
efficiently.  The  general  manager  is  subject  to  top-manage- 
ment in  the  matter. 

The  Acme  Company  owes  its  success  to  its  strong  top- 
management  group.  These  men  exercise,  directly  or  indirect- 
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ly,  strict  control  over  every  function  of  the  company. 

Allen-Bradley  Company 


The  basic  structure  of  the  Allen-Bradley  Company  can 
be  presented  graphically  as  follows: 


Executive 

Level  14 

President 

13 

Vice-president 

Works  manager 

12 

Major  division  managers 

11 

Minor  division  managers 

110,000 

Managerial 

Level  10 

Department  heads 

9 

Department  managers 

f 7,500 

8 

First  line  supervisors 

Engineers 

Working 

Level  7 

Specialists 

6-5 

Skilled  workers 

4-3 

Semi-skilled  workers 

1 5,000 

2-1 

Unskilled  workers 

In  this  firm  the  greatest  job  opportunities  exist  in 
the  $10,000  and  over  bracket.  There  is  a shortage  of  men 
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with  the  qualifications  and  abilities  to  fill  these  key 
positions.  There  is  no  shortage,  however,  to  the  number  of 
men  who  think  they  are  qualified.  For  example,  one  of  the 
executives  recently  screened  165  applicants  for  a $15,000  a 
year  position.  The  executive  was  not  satisfied  that  even 
the  best  of  all  these  applicants  was  the  man  for  the  job. 

According  to  a representative  of  Allen-Bradley 
company,  the  really  good  men  in  management  today  are  under* 
paid.  Take  the  case  of  the  Chrysler  Corporation.  If  one 
man’s  decisions  could  cost  this  organization  $250,000,000  in 
several  years,  it  would  certainly  be  well  worthwhile  to  pay 
•10,000  or  15 » 000  more  to  the  man  whose  decisions  would  be 
to  a profit.  These  examples  point  out  the  need  for  execu- 
tives who  can  make  the  right  decision  at  the  right  time. 

This  makes  successful  execution  easier. 

The  chief  economist  at  Allen-Bradley  is  a staff  man, 
who  occupies  a unique  position.  He  would  be  ranked  on  Level 
13  of  the  organization  chart.  His  duties  include?  planning 
and  reviewing  the  organizational  structure,  selection  and 
maintenance  of  supervisors  and  executives,  advising  top- 
management  on  policy,  negotiation  with  unions  and  conducting 
public  relations. 

All  applicants  for  the  position  of  supervisor  must 
take  a test.  The  results  are  rated  and  graded  by  consulting 
psychologists.  The  chief  economist  goes  over  the  answers 
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■with  successful  candidates  who  are  under  consideration  for  a 
position.  The  chief  economist  and  the  division  manager  act 
upon  all  promotions  of  supervisors.  The  chief  economist 
also  decides  on  the  dismissal  of  supervisors.  This  execu- 
tive is  also  present  at  all  contract  negotiations,  and  he 
advises  management  on  all  proposed  changes  between  the  union 
and  management.  A man  in  this  position  must  be  familiar 
with  the  solutions  adopted  by  other  firms  in  industry  on 
similar  problems.  These  problems  affect  company  planning 
and  policy.  The  chief  economist  is  responsible  for  organi- 
zational planning  and  review.  The  method  is  informal  as  the 
need  arises. 

The  president  and  the  salary  committee  determine  the 
wages  of  the  employees  in  classes  9 through  12.  The  depart- 
ment manager  and  the  salary  committee  determine  the  wages  of 
the  employees  on  Levels  1 through  &.  Job  evaluation  is  used 
on  all  jobs  under  |7»500  per  year.  The  productive  workers 
are  paid  according  to  the  union  contract,  which  is  5 to  10 
per  cent  higher  than  the  average  wage  of  the  community  for 
similar  work.  This  company  ranks  in  the  upper  third  of  the 
area  wage  rates. 

There  are  more  than  20  departments  and  most  of  the 
products  of  these  divisions  are  of  a standard  nature.  The 
level  of  the  work  force  is  maintained  by  manufacture  to 
stock,  by  transfer  to  other  departments  and  in  extreme  cases 
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by  layoff. 

Grievances  should  be  settled  at  the  lowest  possible 
level.  If  the  supervisor  cannot  settle  the  grievance,  it  is 
referred  to  the  foreman.  If  this  management  man  cannot 
handle  it,  the  complaint  is  referred  to  the  personnel  direc- 
tor, whose  decision  is  final  unless  the  grievance  is  covered 
by  union  contract,  where  it  may  be  referred  to  arbitration. 

Allis-Chalmers  Manufacturing  Company 

The  Allis-Chalmers  Manufacturing  Company  is  one  of 
the  world’s  major  producers  of  tractors  and  general  machin- 
ery. This  concern  enjoys  an  international  reputation,  for 
during  the  past  year,  it  has  supervised  the  installation  of 
flour  mills,  cement  plants,  power  plants  and  mining  equip- 
ment (made  by  Allis-Chalmers)  in  Venezuela,  Mexico,  Union  of 
South  Africa,  Norway,  Japan  and  many  other  countries.  This 
enterprise  has  plants  throughout  the  United  States,  Canada 
and  Great  Britain.  Allis-Chalmers  has  sales  offices  and 
distributors  in  all  principal  cities  in  America  and  through- 
out the  world.  The  steady  growth  and  success  of  this  organ- 
ization has  reaffirmed  the  greatness  of  our  democratic  sys- 
tem of  free  enterprise. 

An  industrial  empire  is  only  as  strong  as  the 
strength  of  its  individual  plants.  To  be  successful,  a firm 
needs  men  of  vision  and  integrity  constantly  keeping  their 
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eyes  on  organization  planning.  Allis-Chalmers’ s Board  of 
Directors  gave  their  approval  to  the  purchase  of  the  Buda 
Corporation  in  Harvey,  Illinois,  for  the  sole  purpose  of 
consolidating  and  improving  their  market  position  in  both 
the  tractor  and  general  machinery  divisions.  Buda,  whose 
sales  last  year  totaled  $25,000,000,  is  a producer  of  fine 
diesel  engines  and  supplies  these  engines  to  the  tractor  di- 
vision of  Allis-Chalmers.  Each  plant  is  an  integral  part  of 
the  over-all  organization  of  the  company,  and  yet  they  are 
quite  distinct  from  one  another.  The  general  machinery  di- 
vision, as  a matter  of  policy,  supplies  the  tractor  and  Buda 
divisions  with  their  castings  and  various  other  products. 

It  is  a setup  that  demands  complete  cooperation  between  the 
plants  themselves  and  a smooth  flow  of  line  control  within 
the  organization  itself.  The  board  of  directors  is  respon- 
sible for  organization  planning,  which  is  also  subject  to 
constant  review  by  the  president  and  vice-president  of  the 
company.  The  executives  are  well  aware  of  the  importance  of 
this  responsibility.  They  further  realize  the  need  for  de- 
veloping company  rather  than  departmental  allegiance. 
Allis-Chalmers  has  solved  this  problem  to  their  satisfaction 
by  a weekly  presidential  conference  whereby  the  president 
and  IB  other  executives  meet  every  Monday  morning.  Policies 
of  the  company  and  various  other  problems  that  may  arise  are 
discussed  at  these  sessions.  Allis-Chalmers  is  a well-knit 
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organization,  and  this  is  demonstrated  when  the  executives 
channel  material  through  their  various  departments.  Commit- 
tees are  formed  to  attend  to  unrelated  activities  and  con- 
stant realignments  frequently  occur  within  the  organization, 
which  lead  to  a better  working  group.  Allis-Chalmers  is 
proud  of  the  fact  that  all  of  her  executives  (with  one  ex- 
ception, the  research  director)  were  brought  up  through  the 
ranks.  It  has  been  standard  policy  with  the  company  to 
stress  inbreeding,  for  it  increases  morale.  Allis-Chalmers 
is  further  proud  of  all  the  25-to-30  year  men  within  the 
organization,  for  it  reflects  employer-employee  relation- 
ships that  exist  in  the  company.  Appropriations  and  expend- 
itures of  the  company  are  surveyed  constantly  by  the  con- 
troller. This  includes  capital,  maintenance,  operating  and 
professional  expenditures.  Each  department  has  a specified 
budget  which  is  arrived  at  by  the  expenditures  of  the  pre- 
vious year.  By  monthly  reports,  each  department  can  see  at 
a glance  how  it  stands  with  reference  to  the  yearly  budget. 
Appropriations  that  exceed  this  allocated  budget  by  #200  are 
brought  to  the  attention  of  a committee  and  large  appropria- 
tions are  presented  to  the  president.  Materials  and  sup- 
plies, travel  expenses  and  payroll  are  budgeted  items. 

The  existence  of  friendly  employee  relations  is  one 
of  the  most  important  responsibilities  of  management.  The 
job  evaluation  program  is  used  to  rate  employees,  wherein 
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education,  complexity  of  the  job,  danger  of  the  job  and 
length  of  training  are  considered.  The  company  has  a broad 
program  which  utilizes  physical  examinations,  qualification 
and  pre-qualification  tests.  Selection  of  staff  and  execu- 
tive personnel  is  primarily  from  within.  The  wage  and  sal- 
ary evaluation  committee  has  the  responsibility  of  rating 
these  employees. 

The  general  wage  level  of  productive  and  clerical 
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workers  is  determined  through  collective  bargaining.  The 
wage  and  salary  evaluation  committee  is  responsible  for  set- 
ting the  wages  of  the  non-union  workers,  supervisory  and 
staff  personnel.  The  payroll,  which  last  year  totaled 
$155,761,969,  is,  of  course,  one  of  the  major  costs  of  pro- 
duction. Allis-Chalmer3  has  maintained  a tremendous  program 
of  recreational  activities. 

The  vice-president  in  charge  of  production  determines 
the  need  for  manpower.  This  executive  must  have  the  ability 
to  foresee  possible  future  changes  and  must  readily  adjust 
the  firm’s  manpower  to  the  changing  rate  of  operation  when 
there  is  a need  for  additional  workers.  If  a layoff  is  ex- 
pected, the  president  is  consulted.  The  top-executive  is 
especially  interested  when  the  working  force  must  be  re- 
duced. 

The  sales  manager  and  manufacturing  people  are  al- 
ways on  the  lookout  for  new  products.  Standardization  com- 
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mittees  are  especially  appointed  to  do  this  work.  Allis- 
Chalmers  is  well  aware  of  its  competition,  and  the  purchase 
of  the  Buda  Corporation  was  primarily  motivated  by  this  type 
of  reasoning.  The  vice-president  in  charge  of  sales  is  re- 
sponsible for  guarantees,  servicing,  styling  and  packaging 
of  products. 

The  setting  of  prices  and  discounts  is  performed  by 
the  vice-president  of  sales.  On  his  decision,  the  company 
may  enter  new  market  areas  or  withdraw  from  others.  The 
vice-president  is  responsible  for  furthering  sales  in  for- 
eign lands  and  enlarging  the  sphere  of  operation. 

Planning  and  co-ordinetion  are  accomplished  by  the 
vice-presidents  in  charge  of  sales  and  manufacturing,  who 
work  as  a team.  These  men  realize  the  need  for  long-range 
planning.  The  external  relationships  of  the  company  rest 
primarily  with  the  public  relations  department. 

The  president  and  vice-presidents  in  charge  of 
sales,  tractor,  general  machinery  and  research  fdrnish  the 
standard  of  supervision  and  communi cation.  These  men  are  at 
the  top  of  line  and  staff  organization. 

Amity  Leather  Products  Company 

The  basic  structure  of  the  Amity  Leather  Products 
Company  is  composed  of  a line-staff  organization.  The  vice- 
president  is  also  the  controller,  and  he  is  the  main  driving 
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force  in  the  business.  Typical  decisions  made  by  him  are: 
termination  of  products,  decision  on  policy,  selection  of 
materials  and  channels  of  distribution.  There  are  no  future 
plans  being  worked  out,  but  the  organizational  plan  of  the 
company  is  subject  to  periodic  review  headed  by  the  vice- 
president.  Once  a year,  various  reports  of  the  departments 
are  reviewed  by  him,  and  he  makes  a decision  if  a change  is 
required.  The  organizational  effectiveness  of  Amity  is 
maintained  by  strong  central  authority  and  sharply  defined 
authority  which  governs  the  executive  and  his  department . 
Prospective  executives  have  their  background  and  experience 
carefully  checked. 

Company  policy  is  determined  by  the  vice-president 
and  his  staff.  The  various  departments  then  report  on  this 
policy  and  make  suggestions. 

The  appropriations  and  expenditures  of  the  company 
are  handled  by  the  accounting  department,  which  deals  with 
them  by  using  a budget  that  is  followed  very  strictly.  The 
different  levels  of  authority  of  the  company  management  are 
responsible  for  maintaining  the  budget.  The  operating  ex- 
penses are  handled  in  the  standard  ways:  review  and  check 

of  material  and  supplies,  analysis  of  inventory,  examination 
of  traveling  expenses,  evaluation  of  expense  sheets,  review 
and  check  of  dues  and  memberships  and  payroll  analysis.  The 
review  and  check  of  all  professional  services  are  based  on 
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the  budget,  and  outside  contracts,  too,  have  certain  mone- 
tary limits. 

Amity  seems  to  have  good  employer-employee  relation- 
ships. Hourly  employees  are  often  promoted  after  rating, 
and  the  quality  of  staff  and  executive  personnel  is  main- 
tained by  selection,  training  and  promotion.  The  only  pat- 
tern for  advancement,  however,  is  one  of  starting  at  the 
bottom  of  a particular  department  and  working  up.  The  wages 
of  the  productive  and  clerical  workers  are  determined  by 
union  scale  and  the  type  of  job.  Company  policy  determines 
individual  wage  advancements.  Job  evaluation  is  occasional- 
ly used  for  executive  salaries.  Although  the  personnel  de- 
partment handles  pension,  insurance  and  other  benefit  plans, 
it  does  not  have  much  authority  in  the  collective  bargaining 
process.  Although  a typical  grievance  would  pass  through 
the  foreman  to  the  department  head,  the  personnel  department 
would  merely  forward  this  report  to  a company  officer  for 
examination. 

Plant  operations  and  sales  operations  are  very  in- 
fluential departments  in  the  determination  of  company  pol- 
icy. The  basic  work  force  is  determined  by  the  standard 
needs  of  the  company.  Amity  experiences  little  change  in 
its  rate  of  operation;  therefore,  not  too  much  adjustment  of 
manpower  is  needed.  The  vice-president  and  the  production 
supervisor  make  the  decision  for  the  expansion  and  contrac- 
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tion  of  the  work  force.  The  company  is  presently  starting  a 
review  to  eliminate  non-essential  workers. 

The  line  of  products  is  changed  twice  a year.  It  is 
subject  to  periodic  review  and  norms  are  used  to  indicate 
the  possible  need  for  eliminating  items.  The  standard  of 
quality  is  maintained  by  raw  material  and  design  research. 
This  function  is  the  responsibility  of  the  advertising  man- 
ager and  various  designers. 

The  plant  engineer  is  responsible  for  keeping  facil- 
ities up  to  date  and  competitive,  for  disposal  of  facili- 
ties, and  for  specification  and  selection  of  equipment  and 
facilities. 

The  price  policy  is  determined  by  the  purchasing 
agent,  sales  manager  and  vice-president.  The  procedure  for 
changing  prices  and  discounts  depends  upon  the  grade  of 
leather,  date  of  design,  factory  rejects  and  overstocked 
items.  The  district  manager  determines  the  market  service 
facilities.  The  method  of  distribution  is  determined  by  the 
head  of  distribution  and  planning,  and  the  rate  of  operation 
is  determined  by  production  control.  There  is  no  long-range 
plan  for  rate  of  operation.  The  operating  and  delivery 
schedules  are  determined  jointly  by  production  control  and 
sales. 

Public,  governmental  and  Industrial  relations  are 
handled  by  the  president  and  the  sales  manager.  The  budget 
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is  controlled  by  the  controller,  who  is  the  executive  vice- 
president.  Reports  and  charts  are  compiled  by  an  industrial 
engineer  and  the  time-study  department.  Job  standards  are 
compiled  through  time  studies. 

Arandell  Corporation 

The  Arandell  Corporation  is  a service  organization 
and  its  basic  structure  must  satisfy  customer  requirements# 
Customers  demand  quality  as  well  as  good  service.  This 
firm’s  basic  organizational  structure  is  built  around  the 
sales  and  production  departments  with  regard  to  organization 
planning.  The  Arandell  Corporation,  although  concerned  with 
present  problems,  is  obviously  concerned  with  the  future, 
too.  Young  junior  executives  are  under  good  training  pro- 
grams. Production  is  constantly  on  the  lookout  for  new 
methods  and  machinery.  The  corporation  has  a proposed 
building  program  that  can  be  handled  piecemeal  as  the  needs 
arise.  The  sales  department  is  constantly  training  junior 
salesmen  for  future  positions  on  the  sales  force.  The  exec- 
utive committee  periodically  reviews  the  problems  of  the  or- 
ganization. All  departments  submit  quarterly  reports,  re- 
quirements and  suggestions  to  this  committee. 

Appropriations  and  expenditures  are  handled  by  the 
executive  committee.  Information  that  is  derived  from  the 
periodic  reports  of  the  department  heads,  together  with  the 
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long-range  planning  forecast,  enables  the  committee  to  de- 
cide on  capital  expenditures.  The  controller’s  recommenda- 
tions are  generally  given  very  serious  consideration  by  the 
committee.  Operating  expenditures  are  a deciding  factor  in 
the  determination  of  selling  prices;  therefore,  the  execu- 
tive committee  constantly  watches  these  items.  The  monthly 
operating  statements  submitted  by  each  department  head  are 
compared  with  the  budgeted  allowances  of  each  department. 

Hourly  employees  are  hired  by  the  respective  depart- 
mental foremen  subject  to  approval  of  the  production  manag- 
er, All  training  is  supervised  by  the  foreman  and  intra- 
departmental  promotions  are  recommended  by  the  foreman  sub- 
ject to  the  approval  of  the  production  manager.  Inter- 
departmental transfers  are  uncommon,  because  of  the  dissimi- 
larity of  skills  required  in  the  various  phases  of  produc- 
tion operation. 

The  yearly  manpower  budget  is  revised  according  to 
monthly  sales  and  production  whenever  necessary.  In  the 
event  of  an  unexpected  increase,  the  production  manager  will 
decide  whether  to  authorize  overtime  or  to  hire  additional 
personnel.  If  the  volume  should  be  less  than  expected,  the 
production  manager  requests  the  foremen  to  lay  off  workers. 

Badger  Die  Casting  Corporation 


The  Badger  Die  Casting  Corporation  has  about  90 
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employees  and  it  specializes  in  making  die  castings  to 
order.  The  firm  employes  the  line  type  of  organization  and 
the  secretary- treasurer  is  responsible  for  the  future  organ- 
izational plan,  which  i3  at  present  a continuation  of  exist- 
ing policy.  Top-management  is  composed  of  the  president, 
vice-president  and  the  secretary-treasurer.  The  shop  super- 
intendent reports  to  these  men,  and  he  has  a number  of  shop 
foremen  reporting  to  him.  Badger  Die  has  no  shop  union  and, 
as  the  president  explained,  H top-management  and  the  employ- 
ees work  together  like  one  happy  family."  All  promotions 
are  made  from  within  and  new  employees  must  start  from  the 
bottom. 

Company  policy  is  determined  by  the  president,  vice- 
president  and  the  secretary- treasurer,  who  hold  informal 
meetings  when  problems  regarding  policy  arise.  Employees 
are  notified  of  the  company  policy  by  their  foremen,  and  it 
is  the  responsibility  of  the  shop  superintendent  to  see  that 
the  company  policy  is  followed.  The  foremen  are  expected  to 
recommend  changes  in  company  policy  whenever  they  deem  a 
change  necessary. 

The  secretary-treasurer  is  in  charge  of  all  expendi- 
tures, but  the  company  does  not  use  a budget.  The  secretary- 
treasurer  does  not  feel  that  a business  of  this  nature  lends 
Itself  readily  to  a budget.  Badger  prides  itself  on  having 
good  employee  relations.  An  outside  man  conducts  a job 
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evaluation  program  once  a year*  Wages  are  comparable  to  the 
union  rates  for  similar  work.  The  vice-president  is  in 
charge  of  all  wage  increases,  and  he  also  handles  all  per- 
sonnel relations.  Grievances  are  handled  through  the  fore- 
men, who  in  turn  notify  the  shop  superintendent.  The  report 
of  the  shop  superintendent  is  utilized  by  top-management  for 
the  solution  of  the  grievances. 

The  basic  work  force  is  determined  by  the  volume  of 
work  and  during  a slack  season  the  employees  may  work  only  4 
or  4i  days  a week.  Most  of  the  year,  however,  the  work 
force  is  rather  constant. 

The  vice-president  and  the  secretary-treasurer  are 
responsible  for  keeping  facilities  adequately  up  to  date. 

The  secretary-treasurer  is  responsible  for  dismantling  and 
disposing  of  old  equipment  and  also  for  the  selection  of  new 
equipment.  Prices  are  based  mainly  on  production  cost,  and 
the  vice-president  determines  the  price  policy.  Because  of 
the  high  shipping  cost  of  casting,  no  new  market  areas  are 
being  entered  at  the  present  time.  The  rate  of  operation 
and  production  are  determined  by  the  orders  received,  and 
the  rate  of  future  operation  cannot  be  determined  too  far  in 
advance  because  all  production  is  to  order.  Operating 
schedules  and  delivery  dates  are  determined  at  the  time  the 
order  is  placed.  In  a business  of  this  nature,  no  inventory 
is  maintained. 
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The  vice-president  has  charge  of  all  external  rela- 
tions, whether  they  be  of  a governmental,  public  or  indus- 
trial nature. 

The  secretary-treasurer  is  a strong  believer  in  cost 
control  which  measures  performance  against  a set  standard. 

Ben-Hur  Manufacturing  Company 

The  Ben-Hur  Manufacturing  Company  is  operated  on  a 
line  and  staff  procedure  with  department  heads  being  respon- 
sible for  their  own  departments.  An  organizational  chart, 
which  is  changed  whenever  necessary,  is  followed  to  the 
letter.  This  chart  and  a detailed  outline  of  the  procedure 
of  each  department  are  the  Bibles  of  the  business.  The  var- 
ious departments  of  the  organization  aret  accounting,  sales, 
purchasing,  engineering  and  advertising.  The  plan  of  the 
company  was  originally  worked  out  by  the  president,  and  it 
is  the  responsibility  of  each  department  head  to  follow  the 
correct  procedure.  If  anyone  in  the  organization  has  a com- 
plaint or  problem,  he  can  request  an  audience  with  his  de- 
partment head  and/or  the  president.  The  president,  depart- 
ment heads  and  various  individuals  have  additional  weekly 
and/or  daily  meetings.  These  meetings  are  held  to  make  sure 
that  everything  is  operating  smoothly.  This  organization 
places  a lot  of  responsibility  on  the  president,  but  it  is 
supposed  to  make  for  a better  relationship  among  the  work- 
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ers,  as  well  as  between  management  and  labor.  Everyone  is 
made  to  feel  that  his  particular  job  is  the  most  important. 
Responsibility  is  adjusted  according  to  the  suitability  of 
an  individual  to  the  job.  There  is  no  company  training  pro- 
gram. Each  individual  is  rated  on  his  ability.  All  trans- 
fers and  promotions  are  from  within,  and  this  is  the  respon- 
sibility of  the  superior  or  department  involved.  When  a po- 
sition is  open,  notification  is  placed  on  the  bulletin 
board.  Dismissal  is  the  responsibility  of  the  department 
head.  It  seems  rather  unusual  that  no  one  has  been  dis- 
missed to  date. 

The  president  spends  considerable  time  in  going  over 
the  minute  employee  problems.  This  also  involves  a personal 
conference  with  the  workers. 

The  office  workers  do  not  belong  to  a union,  but  the 
factory  workers  belong  to  2 unions.  Workers  are  employed 
under  a system  of  seniority  rights. 

The  sales  and  engineering  departments  do  continuous 
research  on  future  product  offerings.  Quality  is  determined 
by  dealer,  distributor  and  consumer  wants.  The  engineering 
department  is  responsible  for  quality.  The  chief  planning 
engineer  and  the  general  manager  are  responsible  for  seeing 
that  facilities  and  equipment  for  production  are  kept  up  to 
date.  The  planning  is  done  monthly;  quarterly  inventories 
are  determined  by  the  3ales  requirements,  and  delivery  dates 
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are  set  up  by  the  production  department.  If  expenditures 
are  needed  in  a department,  the  department  head  must  follow 
the  established  regulation  in  which  the  president  has  the 
final  approval  of  all  policies,  and  once  a policy  has  been 
adopted,  copies  of  it  are  distributed  to  the  various  depart- 
ments. If  exceptional  expenditures  of  over  $50  are  request- 
ed, a regulation  form  must  be  filled  out  and  forwarded  to 
the  president  for  his  approval.  If  a department  is  over  its 
budget,  the  head  of  the  department  is  called  in  for  a presi- 
dential conference.  An  exceptional  expenditure  under  $50 
can  be  approved  by  the  superintendent  of  the  department. 

Only  the  engineering  and  advertising  departments  have  a reg- 
ular budget  to  be  followed.  The  sales  department  has  no  set 
limit  on  traveling  expenses;  however,  the  average  is  about 
$125  per  month  per  salesman.  Price  policies  are  determined 
by  top-management.  Competition,  requests  from  field  repre- 
sentatives and  3ales  managers’  ideas  are  considered.  Dis- 
trict managers  always  seem  to  want  prices  too  low. 

Chain  Belt  Company 

The  Chain  Belt  Company  has  5 plants  grouped  into  3 
divisions  in  Milwaukee,  Wisconsin.  One  works  manager  con- 
trols both  the  conveyor  and  heavy  machinery  divisions,  and 
a second  works  manager  controls  the  chain  division.  The  or- 
ganizational chart  shows  the  usual  departments,  such  as 
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sales,  production,  engineering,  accounting,  and  finance 
which  fulfill  the  needs  of  all  the  divisions. 

The  planning  for  the  organization^  growth,  produc- 
tion development  and  potential  markets  is  done  from  5 to  10 
years  in  advance.  The  market,  research  and  sales  depart- 
ments are  responsible  for  making  these  plans,  and  the  pro- 
duction department  is  responsible  for  carrying  them  out. 

All  3 departments  report  directly  to  the  president.  The  or- 
ganization plan  is  continuously  reviewed  by  these  depart- 
ments, and  the  president  also  plans,  studies,  reviews  and 
recommends  when  changing  conditions  make  it  necessary. 

There  is  a continual  review  to  see  whether  there  are 
too  many  individuals  reporting  to  a single  executive  or  too- 
finely  divided  functions,  as  both  may  be  detrimental  to  or- 
ganizational effectiveness.  Duties  and  responsibilities  are 
efficiently  delegated  to  free  executives  from  time-consuming 
details.  Most  promotions  are  from  the  inside  in  connection 
with  the  college  training  program.  Duties  and  responsibil- 
ities of  an  executive  position  are  not  adjusted  to  the  indi- 
vidual, but  a3  various  junior  executives  move  up  the  ladder, 
they  are  studied  to  see  if  they  are  potential  executive  tim- 
ber. Chain  Belt  feels  that  departmental  allegiance  is  only 
natural  and  it  may  not  be  entirely  at  the  expense  of  company 
allegiance.  Major  policies  are  determined  by  top-management 
and  they  are  made  known  by  standard  practice  sheets.  Most 
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policy  changes  and  additions  come  up  through  the  line.  Pol- 
icies may  be  determined  by  each  plant  manager  as  long  as 
they  are  in  general  agreement  with  company  policies.  Each 
executive  is  responsible  for  the  compliance  of  his  own  indi- 
vidual department. 

All  departments  receive  budgeted  appropriations  for 
maintenance  and  operating  expenditures,  while  exceptional 
structures  are  set  up  so  that  only  a few  departments  are  in- 
volved in  expenditures  for  professional  services  or  outside 
contracts.  Capital  expenditures  are  determined  by  top-man- 
agement through  their  future  planning  program.  Each  of  the 
department  heads  is  responsible  for  the  budgets  under  his 
jurisdiction.  Each  subordinate  is  reviewed  by  those  above 
him.  Budget  expenditures  are  continually  reviewed  and  in- 
spected by  the  plant  manager.  Requests  may  be  made  for  in- 
creases as  needed.  Expenditures  are  of  a non-recurring  na- 
ture and  are  restricted  to  the  authority  of  the  department 
head  involved,  who  delegates  as  he  sees  fit.  The  quality  of 
hourly  employees  is  maintained  by  proper  initial  selection 
by  the  personnel  department  and  ample  training  by  the  fore- 
man. Forms  are  utilized  to  follow  each  employee  as  he  pro- 
gresses, and  he  is  rated  by  the  plant  manager,  supervisor 
and  the  union  representative  according  to  the  National  Metal 
Trades  Job  Rating  Plan.  The  career  of  each  man  on  the  staff 
and  executive  level  is  constantly  reviewed  from  the  time  he 
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is  selected.  If  an  individual  does  not  adjust  himself  to  a 
nevr  position,  he  is  transferred  rather  than  discharged.  The 
company  feels,  however,  that  there  is  always  a certain  num- 
ber of  separations,  although  this  number  can  be  kept  at  a 
minimum  by  careful  selection  and  placement.  Salaries  of  ex- 
ecutives are  approved  by  top-management.  Wage  increases  may 
be  recommended  by  the  department  supervisor,  but  the  plant 
manager  and  the  union  representative  review  every  case  of  a 
proposed  general  increase.  Collective  bargaining  and  griev- 
ances are  handled  by  the  works  manager,  industrial  relations 
department  and  the  union  representative.  There  is  also  a 
supervisor  of  grievance  cases. 

It  is  felt  that  the  company  will  operate  more  effi- 
ciently and  harmoniously  when  the  authority  to  make  opera- 
tional decisions  is  left  to  those  immediately  concerned,  who 
may  work  hand  in  hand  with  the  departments  affected.  For 
example,  production  schedules  must  be  worked  out  with  the 
sales  department.  Each  department  knows  its  place  in  the 
future  plan  of  the  company,  and  its  responsibility  is  placed 
on  achieving  the  production  quota  within  the  budgeted  allow- 
ance. 

The  research  department  works  with  the  sales  depart- 
ment and  the  engineering  department  to  determine  and  change 
the  line  of  products.  This  relationship  is  on  a continuous 
basis  so  that  competition  and  demand  are  balanced.  Each  de- 
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partment  or  division  head  must  periodically  review  certain 
factors:  manpower,  products,  facilities,  prices  and  dis- 

counts, market  areas,  planning  and  co-ordination  and  foreign 
operations,  as  the  case  may  be.  Each  department  or  division 
has  been  consulted  on  the  beginnings  of  the  plans  for  the 
future,  and  it  must  submit  periodic  reports  for  production, 
sales  and  presidential  review.  All  levels  of  management  are 
expected  to  take  part  in  the  public  relations  program.  Gov- 
ernmental relations  are  handled  by  the  legal  departments. 

The  general  effectiveness  of  the  performance  of  the 
company  is  measured  by  a continuous  inspection  of  the  bud- 
get, profit  and  loss  control  and  cost  control  divisions. 
Reports  are  forwarded  to  the  president  and  other  executives 
involved  to  be  reviewed  and  acted  upon.  All  levels  of  man- 
agement are  responsible  for  the  checking  and  control  of  all 
rules,  policy  and  procedures  which  come  under  their  juris- 
diction. 


T.  A.  Chapman  Company 

The  organization  of  the  T.  A.  Chapman  Company  is 
distinctly  a line  type,  whose  basic  structure  is  determined 
by  top-management.  Top-management  includes  the  president, 
vice-president,  controller,  general  superintendent  and  gen- 
eral merchandise  manager.  Because  of  the  size  of  the  organ- 
ization, the  major  share  of  the  burden  is  shouldered  by  a 


151 


few  executives,  for  there  are  no  assistants  to  these  men. 

To  limit  the  number  of  individuals  reporting  to  one 
executive,  T.  A.  Chapman  has  taken  two  steps:  (1)  There  are 

3 main  divisions  of  the  sales  department:  men’s  furnish- 

ings, women’s  furnishings  and  home  furnishings.  The  3 divi- 
sion heads  are  responsible  to  the  general  merchandise  manag- 
er. (2)  There  are  numerous  departments  throughout  the  store 
whose  managers  are  responsible  to  their  sales  division  man- 
agers. All  non-sales  departments  are,  in  turn,  under  the 
jurisdiction  of  the  general  superintendent. 

T,  A.  Chapman  is  a council  type  of  organization. 

The  council  consists  of  3 members:  the  general  merchandise 

manager,  the  controller  and  the  general  superintendent. 

These  members  talk  over  all  problems  of  the  organization  at 
their  luncheon  meetings,  which  are  held  once  a week  on 
Friday.  The  procedure  is  open  discussion.  The  3 execu- 
tives, if  they  arrive  at  a unanimous  conclusion,  will  then 
make  a report  to  the  president,  who  will  make  the  final  de- 
cision. 

Policies  are  determined  at  the  council  meetings  with 
the  same  procedure  described  above.  Any  person  in  the  store 
may  suggest  a policy  change  to  his  department  head.  The  de- 
partment manager  then  submits  all  suggestions  to  the  coun- 
cil, who  will  take  them  up  at  its  next  regular  meeting.  The 
Wilmore  Shopping  Service  also  supplies  service  as  a check  in 


152 


regard  to  company  policies. 

In  regard  to  capital  expenditures,  all  department 
budgets  are  made  out  by  the  general  superintendent,  who  is 
in  charge  of  all  profit  and  loss  control.  The  controller, 
in  turn,  makes  all  the  reviews  and  checks  and  reports  his 
findings  to  the  president,  who  makes  all  final  decisions. 

Monthly  expenditures,  as  well  as  payrolls,  are  under 
the  authority  of  the  general  superintendent.  All  the  bud- 
gets are  on  a monthly  basis  with  all  non-sales  divisions  re- 
sponsible to  the  sales  manager. 

Operating  expenditures,  such  as  materials,  supplies 
and  payroll  are  checked  by  the  general  superintendent. 
Traveling  expenses  are  set  up  by  the  divisional  head  with 
the  approval  of  the  superintendent.  Subscriptions,  dona- 
tions, dues  and  memberships  are  under  the  jurisdiction  of 
the  president.  Professional  services,  such  as  auditors,  ac- 
countants and  an  architect  are  reserved  on  a retainer  basis. 
Ten  doctors  are  provided  for  the  needs  of  customers  and  em- 
ployees. The  president  has  jurisdiction  over  all  these 
services. 

Employee  relations  are  the  responsibility  of  the 
personnel  manager.  Executives  and  staff  members  are  promoted 
from  within  and  in  only  a few  cases  are  outsiders  brought 
into  the  organization.  Cn-the-job  training  is  administered 
to  both  hourly  and  salary  employees.  Every  member  is  rated 
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every  6 months  by  the  personnel  manager  and  general  superin- 
tendent. Transfers,  promotion  and  dismissal  may  result  from 
these  ratings.  If  an  employee  is  doing  unsatisfactory  work 
for  one  reason  or  another,  he  is  given  a reprimand  or  put  on 
a probationary  period.  Dismissals  are  rendered  only  when  a 
very  serious  offense  has  been  committed.  Staff  and  execu- 
tive personnel  are  rated  according  to  ability,  initiative 
and  previous  experience.  Promotions  are  given  only  to  those 
who  show  exceptional  ability  in  the  area  of  leadership.  All 
executives  are  responsible  to  the  president. 

The  personnel  manager  handles  all  grievances  him- 
self, but  he  discusses  major  grievances  with  the  general 
superintendent.  In  cases  of  indecision,  the  grievance  will 
be  discussed  with  the  president.  T.  A.  Chapman  Company  has 
no  definite  pension  plan.  Insurance  and  employee  benefit 
plans  are  not  of  a definite  nature. 

The  community  rate  exercises  a profound  influence  on 
the  wages  and  salaries  of  a department  store  employee.  The 
salaries  of  top-management,  however,  are  determined  by  the 
board  of  directors.  Upper  middle  management  is  determined 
by  the  president,  and  middle  management  is  determined  by  the 
general  superintendent.  The  personnel  manager  determines  the 
salary  of  the  work  force. 

The  general  superintendent  is  responsible  for  the 
manpower  situation.  He  reviews  and  checks  charts  of  previ- 
ous years  which  show  the  data  on  sales  personnel  and  the 
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number  of  transactions.  This  information  is  converted  into 
a ratio  which  enables  him  to  compare,  from  year  to  year,  the 
change  in  the  number  of  transactions  per  person  in  every  de- 
partment in  the  store.  If  the  number  of  transactions  per 
person  is  up,  he  will  increase  the  personnel  in  that  depart- 
ment. The  purpose  is,  of  course,  to  eliminate  non-essential 
work  and  relieve  overburdened  personnel.  Each  season  the 
superintendent  sits  down  with  the  buyers  and  they  set  up 
different  departments. 

The  line  of  products  handled  is  largely  determined 
by  consumer  demand.  Management  seems  to  feel  that  a buyer’s 
market  exists  at  all  times.  Only  brand  merchandise  is  han- 
dled and  the  specific  brand  is  determined  by  the  general 
merchandise  manager.  Guarantees,  servicing,  styling  and 
packaging  fall  under  the  jurisdiction  of  the  general  mer- 
chandise manager.  All  merchandise  when  purchased  is  given  a 
seasonal  letter,  which  enables  any  department  to  know  how 
long  the  merchandise  has  been  in  stock  and  ju3t  what  mer- 
chandise is  not  moving.  Prices  and  discounts  are  under  the 
authority  of  top-management.  When  a change  is  made,  meet- 
ings are  held  at  all  levels  to  inform  all  personnel  of  any 
action. 

Authority  for  entering  new  markets  and  withdrawing 
from  old  ones  is  determined  by  the  top-executives.  T.  A. 
Chapman  is  now  in  the  process  of  building  a new  department 
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store  in  North  Milwaukee • The  location  of  warehouses  and 
other  market  service  facilities  is  in  the  hands  of  the  pres- 
ident and  the  stockholders. 

Since  the  organization  is  essentially  small,  plan- 
ning is  somewhat  flexible  and  in  most  cases  of  a short  dura- 
tion. Operation  schedules  are  set  up  according  to  a season- 
al pattern  about  every  3 months.  Inventories  are  determined 
historically,  based  upon  a yearly  comparison,  which  gives 
the  general  idea  of  distribution  and  size, 

Cleaver-Brooks  Company 

The  Cleaver-Brooks  Company  of  Milwaukee,  Wisconsin, 
is  a manufacturer  of  industrial  boilers  and  other  associated 
heating  equipment.  The  company  employs  about  600  men  and  it 
has  been  in  business  almost  25  years. 

The  business  follows  the  principles  of  corporate 
structure.  The  management  committee  and  the  board  of  direc- 
tors do  all  the  planning  and  make  all  major  decisions.  The 
organisation  plan  is  subject  to  periodic  review  at  least 
once  a year  by  the  management  committee  and  board  of  direc- 
tors. The  procedure  followed  is  governed  by  the  company 
charter. 

A management  flow  chart  has  been  devised  in  order  to 
achieve  organizational  effectiveness.  This  chart  resolves 
such  problems  as  limiting  the  number  of  individuals  report- 
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ing  to  single  executives  and  averting  the  danger  of  too- 
finely  divided  functions.  The  executive  committee  redistri- 
butes responsibility  when  an  accumulation  of  unrelated  ac- 
tivities falls  to  a single  executive.  Developing  company 
rather  than  departmental  allegiance  is  done  through  individ- 
uals and  group  leaders.  There  are  no  definite  rules  or  pro- 
grams by  which  this  is  accomplished. 

Cleaver-Brooks  has  set  up  no  schedule  or  numerical 
balance  between  inbreeding  and  the  inducting  of  outsiders 
into  the  organization,  although  through  necessity  many  new 
outside  management  men  were  hired  between  1950-1953. 

Company  policies  are  governed  by  the  board  of  direc- 
tors and  the  management  committee.  The  procedure  followed 
is  proposal,  discussion  and  rejection  or  acceptance.  The 
accepted  policies  are  published,  and  it  is  the  responsibili- 
ty of  the  management  committee  to  enforce  the  compliance 
with  the  policies.  Division  or  department  heads  are  encour- 
aged to  suggest  changes  in  policy  at  weekly  management  meet- 
ings. 

Capital  expenditures  are  proposed  and  discussed  by 
the  management  committee  and  if  of  sufficient  magnitude, 

they  are  presented  to  the  board  for  action.  Any  expendi- 

• 

tures  over  $100  must  be  passed  by  the  management  committee. 

All  departments  have  an  annual  budget  appropriation; 
in  order  to  control  expenditures,  monthly  budget  statements 
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must  be  prepared  and  categorized  by  each  department. 

Maintenance  expenditures  are  budgeted.  However, 
extra  expenditures  must  be  passed  by  the  production  manager 
and  the  management  committee.  In  regard  to  expenditures  for 
materials  and  supplies,  traveling  expenses,  dues  and  member- 
ships, donations,  subscriptions  and  payroll,  some  of  the 
following  checks  are  exercised:  budgets  are  set,  monthly 

itemized  statements  of  expense  are  prepared  by  each  depart- 
ment and  weekly  reports  are  graphically  portrayed.  Payment 
of  professional  services  must  not  exceed  the  general  budget 
unless  approved  by  the  management  committee. 

Cleaver-Brooks  carries  on  negotiations  for  outside 
contracts;  therefore,  expenditures  that  arise  are  usually 
checked  by  the  purchasing  agent.  If  the  contract  is  of  suf- 
ficient magnitude  and  much  expense  is  involved,  the  manage- 
ment committee  and  the  board  of  directors  are  also  advised. 

Cleaver-Brooks  is  a non-union  shop.  Selection  of 
employees  is  done  by  the  personnel  department  and  the  fore- 
men in  conjunction  with  department  heads.  Training  is  done 
by  group  leaders,  foremen  and  department  heads.  The  rating 
of  employees  is  informal,  usually  by  word  of  mouth  or  mutual 
understanding.  Transfer,  promotion  and  dismissal  involve 
one  or  more  of  these  factions:  personnel  department,  fore- 

men or  department  heads. 

The  quality  of  executive  and  staff  personnel  is 
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maintained  by  means  of  an  informal  procedure.  When  members 
of  top-management  are  sufficiently  impressed,  opinions  are 
formulated,  discussed  and  acted  upon  accordingly.  There  is 
no  definite  policy  which  is  always  followed.  When  execu- 
tives, because  of  personalities  or  lack  of  training,  cause 
serious  personnel  or  organizational  problems,  the  board  of 
directors  handles  these  problems  as  they  arise.  Wages  and 
salaries  of  productive  and  clerical  workers  are  determined 
by  scale  which  has  been  set  up  by  the  Employers*  Associa- 
tion. This  scale  has  maximums  and  minimum  amounts  of  pay 
for  every  position.  Salary  advances  for  various  zones  or 
levels  of  management  are  also  indicated  on  this  scale.  Sal- 
aries above  a certain  level  are  based  on  job  evaluation 
plan.  According  to  the  purchasing  agent,  grievances  within 
this  organization  are  virtually  unknown.  Executive  person- 
nel attempt  to  handle  misunderstandings  in  a paternalistic 
fashion.  The  personnel  department  performs  the  functions  in 
this  area. 

A pension  and  profit-sharing  plan  has  been  chartered 
with  the  State  of  Wisconsin  and  this  is  administered  by  a 
trust  organization  through  the  Marine  National  Bank. 

The  basic  working  force  is  determined  mainly  by  the 
production  manager  with  the  aid  of  the  management  committee. 
Manipulation  of  the  hours  worked  keeps  the  work  force  ad- 
justed to  the  changing  rate  of  production.  During  slack 
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periods,  inventories  may  be  built  up.  Only  during  times  of 
economic  crisis  is  there  much  unemployment.  The  management 
committee  determines  the  need  for  executives  and  conducts  a 
monthly  review  to  free  executives  from  nonessential  work. 

Customer  demand  and  engineering  developments  are  the 
best  determinants  for  changes  in  the  line  of  products.  The 
quality  standards  of  the  products  are  determined  by  a code; 
the  final  acceptance  is  determined  by  the  inspection  depart- 
ment or  by  an  underwriter.  The  production  manager  and  the 
management  committee  are  responsible  for  keeping  facilities 
up  to  date  and  competitive • 

The  final  authority  for  price  policies  and  practices 
rests  with  the  executive  vice-president,  who  i3  advised  by 
the  manufacturing,  purchasing  and  finance  departments. 

The  sales  department,  headed  by  the  executive  vice- 
president,  has  authority  to  enter  any  market  areas  and  with- 
draw from  existing  areas.  The  president,  vice-president  and 
chairman  of  the  board  determine  the  channels  of  distribution 
for  the  product. 

The  problems  of  planning  and  determination  of  the 
rate  of  operations  of  this  company  are  resolved  by  means  of 
forecast.  There  is  a rough  one-year  forecast,  a refined  6- 
months’  forecast  and  a 3-months ’ definite  schedule.  All 
work  loads  are  charted,  ana  deliveries  are  promised  ac- 
cording to  openings  in  the  definite  3-months’  schedule.  The 


160 


size  of  inventories  is  determined  with  all  the  precautionary 
devices  known  to  management. 

Cleaver-Brooks  has  an  export  section  which  is  part 
of  the  sales  department.  This  section  deals  with  foreign 
agents  who  contact  the  consumer  in  the  foreign  land.  All 
foreign  sales  are  under  the  supervision  of  the  executive 
vice-president.  In  order  to  control  foreign  sales,  agencies 
and  prices  are  established  in  compliance  with  federal  law3. 

There  are  no  definite  executives  assigned  to  deal 
with  the  public  but  all  executives  must  use  their  best  judg- 
ment in  these  transactions.  The  top-executive  group,  aided 
by  specialists,  deals  with  governmental  agencies. 

Cleaver-Brooks  is  adequately  staffed  for  research 
and  engineering,  but  legal  assistance  i3  furnished  by  an 
outside  firm.  There  are  no  definite  methods  used  to  relieve 
executives  of  unnecessary  administrative  details.  It  is  the 
executive’s  responsibility  to  eliminate  all  functions  which 
he  believes  to  be  unnecessary. 

The  control  exercised  over  the  budget  of  this  compa- 
ny is  very  close  and  effective.  Profit  and  loss  control  is 
maintained  by  effective  adherence  to  the  budget.  Reports 
and  charts  are  made  up  for  every  major  department.  Stand- 
ards are  established  but  are  constantly  being  improved.  The 
purchasing  agent  feels  that  the  field  of  standards  is  an 
area  in  which  there  is  great  room  for  improvement  in  this 
company. 
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The  Cramer-Krasselt  Company 

The  Cramer-Krasselt  Company’s  organizational  struc- 
ture is  determined  by  the  board  of  directors  and  officers  of 
the  company,  all  of  whom  are  on  the  vice-presidential  level. 
The  planning  of  the  organization  itself  is  left  to  the  offi- 
cers and  department  heads.  The  organization  plan  is  indefi- 
nite, but  it  is  thought  about  at  least  once  a year  on  an  in- 
formal basis. 

A future  plan  has  been  worked  out  by  the  company  of- 
ficers at  meetings  which  occur  when  the  occasion  arises. 
Plans  are  not  made  for  the  too-distant  future.  All  plans 
are  again  subject  to  periodic  review.  The  problem  of  organ- 
izational effectiveness  has  many  facets.  To  meet  this,  how- 
ever, Cramer-Krasselt  has  assigned  responsibilities  and 
given  those  responsible,  authority  to  act.  The  firm  has 
limited  the  number  of  subordinates  reporting  to  one  execu- 
tive on  a departmental  basis;  therefore,  the  executive  does 
not  have  his  functions  too-finely  divided,  because  they  are 
of  a departmental  nature.  However,  the  office  manager  accu- 
mulates many  unrelated  activities  in  this  department,  but 
this  is  not  a problem  of  other  department  heads.  On  the  de- 
partmental level,  there  is  no  adjustment  of  duties  and  re- 
sponsibilities because  the  individual  is  shifted  between  de- 
partments on  the  junior  executive  level  until  he  is  properly 
placed.  All  promotions  are  from  within  the  organization  and 
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are  given  on  the  basis  of  merit. 

The  policy  of  the  Cramer-Krasselt  organization  is 
controlled  and  determined  by  the  officers  of  the  company. 
All  policies  which  are  formed  are  made  known  to  all  levels 
of  personnel  by  staff  meetings  and  inter-office  bulletins. 
In  the  staff  meetings,  the  department  heads  are  informed  of 
new  policies,  as  well  as  being  told  that  they  are  respon- 
sible for  the  compliance  and  interpretation  of  them.  De- 
partment heads  are  expected  to  reconuuend  changes  where  the 
need  arises. 

There  is  no  definite  appropriated  sum  for  expendi- 
tures. Departments  have  no  annual  budget  appropriation. 
Expenditures  are  made  as  the  need  arises.  Each  department 
head  recommends  capital  outlays,  but  they  must  have  the  ap- 
proval of  the  officer  in  charge  of  the  respective  division 
before  such  an  expenditure  can  be  made.  Officers  review  ex- 
penditures periodically  to  see  that  the  company  is  operating 
efficiently. 

Maintenance  expenditures  are  few,  if  any,  and  the 
review  of  such  expenditures  seldom  is  required  of  the  offi- 
cers. The  authority  to  make  such  expenditures  is  left  en- 
tirely to  the  department  heads.  The  only  department  with  an 
annual  budget  appropriation  is  that  controlled  by  the  office 
manager.  He  can  exceed  the  budget  only  with  the  consent  of 
the  company  officers.  Necessary  operating  expenditures  are 
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materials  and  supplies,  traveling  expenses,  dues  and  member- 
ships, donations  and  subscriptions  and  the  payroll*  The  of- 
ficers who  approve  such  expenditures  are  the  president,  the 
executive  vice-president  and  the  treasurer,  and  in  some 
cases  the  controller.  The  individual  departments  have  full 
authority  to  order  their  own  materials  and  supplies  under 
the  guidance  of  the  controller.  There  are  no  budget  appro- 
priations for  these  departments,  but  expenditures  are  made 
as  the  need  arises. 

There  is  no  annual  appropriation  for  professional 
services,  and  all  appropriations  must  be  approved  by  the  of- 
ficers with  no  delegation  to  lower  levels.  Services  re- 
quired are  legal  and  medical.  The  year-end  audit  is  ap- 
proved and  authorised  by  the  officers.  Legal  aid  is  enlist- 
ed on  a yearly  basis.  Medical  aid  is  provided  by  the  Blue 
Cross-Blue  Shield  Medical  Plan. 

The  only  outside  contracts  made  by  Cramer-Krasselt 
are  made  by  the  purchasing  agent  who  is  responsible  for  such 
negotiations.  There  is  a weekly  meeting  of  department  heads 
who  discuss  purchases  with  the  purchasing  officer.  There  is 
no  annual  appropriation  budgeted  and  the  amount  utilized 
fluctuates  with  the  amount  of  business  done.  All  of  the 
firm  employees  are  salaried.  The  quality  of  staff  and  exec- 
utive personnel  is  maintained  by  the  department  heads  and 
official  help.  Selection,  training  and  rating  are  all  under 
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the  supervision  of  the  department  head.  If  the  work  of  an 
employee  is  not  satisfactory  in  one  department,  an  effort  is 
made  to  transfer  him  to  another  department.  Promotion  is 
made  on  the  recommendation  of  the  department  head,  subject 
to  the  approval  of  the  worker’s  immediate  superior.  Dis- 
missal rests  on  the  same  basis.  If  any  executive,  or  anoth- 
er in  a key  position,  because  of  personality  differences, 
raises  a serious  problem,  he  is  called  before  the  executive 
board  for  a discussion  of  the  case. 

Salaries  are  determined  by  a job  rate  scale  with  a 
maximum  indicated  for  productive  and  clerical  workers.  In 
the  case  of  supervisory  and  staff  employees,  however,  there 
is  a minimum  during  training,  but  no  maximum  top  salary  at 
any  time.  There  is  no  procedure  for  establishing  an  occupa- 
tional differential  because  of  the  nature  of  the  advertising 
business.  The  salary  advances  are  made  on  the  recommenda- 
tion of  the  department  head,  subject  to  the  approval  of  the 
officer  to  whom  he  reports. 

Because  this  advertising  agency  is  not  unionized, 
the  firm  has  no  occasion  for  collective  bargaining.  How- 
ever, their  work  is  affected  by  some  affiliated  industries 
who  are  unionized  and  with  whom  the  agency  does  business. 
Because  the  company  has  no  personnel  or  industrial  relations 
department,  all  grievances  are  reported  to  the  department 
head  and,  in  turn,  are  discussed  with  the  agency  officers. 
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All  employee  pensions  are  handled  by  the  executive  board. 

In  an  advertising  agency,  the  work  force  is  deter- 
mined by  the  volume  of  work  handled  by  the  agency.  As  oper- 
ations increase  or  decrease,  the  work  force  is  adjusted  ac- 
cordingly. Any  such  increase  or  decrease  is  the  responsi- 
bility of  the  company  officers. 

There  is,  however,  a periodic  review  to  see  if  the 
department  heads  are  functioning  efficiently. 

The  responsibilities  for  keeping  the  facilities  ade- 
quately up  to  date  and  competitive  are  functions  of  depart- 
ment heads  and  office  managers.  Typical  decisions  involve 
abandonment,  dismantling,  disposing,  specifications  and  se- 
lection of  equipment  and  facilities.  Custom  and  tradition 
of  the  advertising  business  have  resulted  in  standard  prices 
and  no  discounts.  The  usual  15  per  cent  commission  is 
charged  by  the  agency.  If  there  are  to  be  any  major  changes 
in  policy,  the  entire  advertising  and  publication  service 
would  have  to  make  such  a decision.  The  company  rate  of  op- 
eration is  determined  by  its  officers.  Long-range  planning 
is  practiced  by  the  period  covered  in  this  matter,  and  a pe- 
riodic review  often  alters  the  long-range  outlook.  All  de- 
partments within  the  organization  are  integrated  into  this 
long-range  plan  as  to  time  and  rate.  Operating  schedules 
and  delivery  dates  are  determined  by  the  publication  with 
which  the  ad  is  to  be  placed.  The  amount  of  business  and 
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future  publication  dates  determine  the  size  and  distribution 
of  inventories. 

All  foreign  operations  are  carried  on  through  the 
home  offices,  as  Cramer-Krasselt  has  no  branch  offices. 
Responsibility  and  authority  are  invested  in  the  foreign  op- 
eration department.  The  principal  means  of  control  is  a re- 
quirement that  the  head  of  this  department  report  to  the 
officer  in  charge. 

The  public  relations  efforts  of  the  advertising  com- 
pany are  handled  by  various  officers.  Governmental  rela- 
tions are  handled  by  the  controller.  Industrial  relations 
are  handled  by  various  officers,  account  executives  and  the 
head  of  the  media  department.  Demands  for  service  outside 
the  company  are  normally  fixed.  If  the  need  should  arise 
for  increase  in  service,  an  officer’s  approval  is  required. 

Executives  are  relieved  of  unnecessary  and  time-con- 
suming administrative  details  by  delegating  work  wherever 
possible  to  assistants  and  subordinates.  Control  is  exer- 
cised and  performance  is  measured  by  monthly  submission  of 
individual  departmental  profit  and  loss  statements  to  com- 
pany officers.  A complete  cost  control  system  is  used  on 
all  individual  accounts  and  a report  is  made  every  month  to 
the  officers.  Manuals  and  standards  are  not  utilized. 


167 


Cutler-Hammer  Incorporated 

Cutler-Hammer  Incorporated  is  a large  manufacturing 
concern  employing  over  5t000  workers.  The  firm’s  major 
products  are  electrical  controls.  A large  industry  of  this 
type  is  confronted  with  many  more  problems  of  control  than 
small  firms. 

The  basic  structure  is  determined  in  the  following 
way:  stockholders  elect  a board  of  directors.  The  board, 

in  turn,  appoints  the  president,  who,  in  turn,  selects  his 
own  top-executives.  Major  executives  are:  executive  vice- 

president  in  charge  of  manufacturing,  vice-president  of  en- 
gineering, vice-president  of  sales,  treasurer,  controller, 
purchasing  agent  and  patent  attorney.  The  president  handles 
job  relations. 

A succession  plan  has  been  worked  out  for  which  the 
president  is  responsible.  The  basic  structure  will  be  some- 
what the  same  in  the  future*  Qualified  men  in  the  firm  are 
considered  before  hiring  for  specific  positions,  and  a com- 
pany training  program  attempts  to  insure  proper  placement. 
The  plan  of  organization  is  subject  to  a yearly  presidential 
review.  A written  report  is  submitted  to  the  board  of  di- 
rectors, who  review  it  at  one  of  their  meetings.  The  number 
of  individuals  reporting  to  a single  executive  is  limited. 
Eight  men  report  to  the  president,  and  this  number  is  usual- 
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ly  the  guide#  Not  more  then  10  men*  however*  report  to  a 
single  executive. 

A general  committee  which  consists  of  top-executives 
meets  every  2 weeks.  Each  executive  gives  a special  report, 
which  discloses  any  problems  which  he  may  be  experiencing. 
The  secretary  is  appointed  by  the  president,  who  watches 
whether  miscellaneous  and  unrelated  activities  have  accumu- 
lated ior  a single  executive.  If  a weakness  were  to  develop 
in  adjusting  duties  and  responsibilities  of  an  executive 
position  to  an  individual,  the  president  would  see  whether 
he  could  help  the  executive  to  become  fully  adjusted  to  the 
position.  The  president  also  watches  whether  employees  have 
developed  departmental  rather  than  company  allegiance.  The 
company  is  very  careful  when  hiring  an  employee  to  see  that 
one  faction  does  not  become  too  strong.  For  example,  10  to 
20  graduate  engineers  are  hired  annually,  but  no  more  than  2 
of  these  men  are  employed  from  one  school,  and  the  schools 
are  rotated.  Promotions  are  generally  made  from  within. 

Policy  determination  is  brought  up  in  the  general 
committee  at  its  bi-weekly  meeting.  Departmental  or  divi- 
sional heads  are  expected  to  recommend  changes  at  this  time. 
Policies  are  made  known  to  executives  and  they  inform  sub- 
ordinates through  meetings  or  by  formal  letter.  There  is  no 
definite  system  as  to  the  compliance  with  and  interpretation 
of  company  policies  except  by  informal  contact  among  the  top- 
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executives. 

Capital  and  maintenance  expenditures  are  roughly 
budgeted.  Those  exceeding  $100  may  be  approved  by  different 
levels  or  zones  of  management.  The  controller  watches  the 
amount  expended  by  these  departments,  and  his  office  submits 
a complete  and  detailed  report  to  the  general  committee. 
Expenditures  for  materials  and  supplies  are  also  budgeted. 

A monthly  report  is  given  and  is  reviewed  by  the  president 
and  the  respective  executive.  The  president  approves  trav- 
eling expenses  for  those  executives  under  him,  and  these 
subordinates  approve  those  of  their  subordinates.  Dues  and 
memberships  are  supervised  by  department  managers  according 
to  company  policy.  A fund  is  available  for  donations  and 
subscriptions.  There  are  monthly  salary  reports  and  these 
are  watched  by  all  department  managers,  the  controller  and 
the  president.  Departments  have  annual  budget  appropriations 
which  are  controlled  in  the  3ame  manner  that  capital  and 
maintenance  expenditures  are  handled.  A total  budgeted  fee 
for  professional  services  includes  accounting,  engineering, 
legal  and  medical.  Top-executives  handle  these  appropria- 
tions. 

The  quality  of  hourly  employees  is  maintained  by  a 
program  of  selection  by  the  personnel  department,  training 
by  the  foremen,  supervision  by  personnel,  rating  by  person- 
nel and  the  foremen,  transfer  under  union  agreement,  promo- 
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tion  recommended  by  foremen  and  personnel,  dismissal  under 
union  contract  and  management  prerogative. 

Executive  personnel  is  usually  selected  from  within 
and  subjected  to  extensive  training  for  a period  of  one  year. 
Supervisors  rate  and  review  the  progress  of  the  executive 
bi-annually,  and  transfer,  promotion  and  dismissal  rest  upon 
the  decisions  of  superiors. 

Cutler-Hammer  makes  use  of  an  incentive  bonus  plan. 
Statistics,  job  rating  and  worker  demand,  determine  occupa- 
tional differentials.  Departmental  managers  make  wage  ad- 
vances, ana  salaries  of  officers  are  approved  by  board 
action. 

Collective  bargaining  is  handled  jointly  by  depart- 
mental representatives,  executive  vice-presidents,  control- 
ler and  the  president.  A bi-weekly  meeting  is  held  to  dis- 
pose of  existing  grievances. 

The  basic  labor  force  is  determined  by  a sliding 
scale  of  the  volume  of  business.  Approval  must  be  obtained 
if  any  departmental  manager  would  exceed  his  budget  by  the 
addition  of  more  workers. 

The  sales  department  is  responsible  for  the  develop- 
ment of  any  lines.  Initial  approval  must  be  given  by  the 
general  committee  and  subsequent  review  is  carried  on  by  the 
development  committee.  A review  of  cost  figures  is  continu- 
ally used  to  eliminate  unprofitable  products.  The  sales  de- 
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partment  is  also  responsible  for  servicing  and  guarantees. 

The  vice-president  in  charge  of  manufacturing  is  re- 
sponsible for  keeping  facilities  up  to  date,  abandoning  or 
selecting  them.  Appropriations  for  this  work  are  approved 
by  the  general  committee. 

The  vice-president  in  charge  of  sales  is  responsible 
for  price  policy.  The  president  must  be  notified  of  all 
changes.  Instructions  are  sent  to  all  representatives  af- 
fected, if  any  changes  are  forthcoming.  The  vice-president 
in  charge  of  sales  is  also  responsible  for  market  areas  and 
channels. 

The  rate  of  operation  is  determined  by  sales  forecast 
and  market  research.  The  length  of  the  period  is  variable: 

3 months,  6 months,  12  months  and  5 years.  The  treasurer 
analyzes  this  information  and  reports  to  the  general  commit- 
tee, in  order  that  finance,  procurement  and  production  may 
be  integrated. 

Darling  and  Company 

Darling  and  Company  is  a rendering  company  located 
in  the  stockyards  of  Chicago.  It  is  one  of  the  largest  con- 
cerns of  its  type  in  the  United  States,  with  its  home  office 
and  plant  in  Chicago,  Illinois.  The  firm  also  has  several 
branch  offices  and  plants  located  in  different  sections  of 
the  country.  The  Chicago  plant  is  the  .largest,  with  other 
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plants  located  in  New  York,  Ohio,  Michigan  and  Canada.  Some 
of  the  products  of  Darling  and  Company  include:  soap,  ni- 

troglycerin, glue,  fertiliser  and  hides  for  leather  prod- 
ucts. 

Raw  materials  are  obtained  from  packing  houses, 
locker  plants  and  neighboring  meat  markets.  Typical  raw 
materials  aret  meat  scraps,  bones,  tallow,  grease  and 
hides. 

The  main  type  of  transportation  utilized  is  truck. 
Small  trucks  are  stationed  at  central  transfer  points  and 
daily  routes  are  covered.  At  the  end  of  the  route,  the 
trucks  come  back  to  the  transfer  point  where  they  unload 
into  semi-trailer  trucks,  which  carry  the  raw  materials  to 
the  nearest  rendering  plant. 

The  basic  structure  of  Darling  and  Company  is  that 
of  the  line  and  3taff,  aided  by  the  committee.  A planning 
committee  is  set  up  to  organize  the  future  plans,  which  are 
then  submitted  to  the  board  of  directors  for  the  final  deci- 
sion. The  company  is  subject  to  periodic  review  semi-annu- 
ally, directed  by  the  president  or  a committee  set  up  for 
this  purpose,  which  checks  on  the  organizational  effective- 
ness of  the  company.  Often  an  executive  has  charge  of  a 
larger  working  force  than  he  can  handle.  The  firm  meets 
this  problem  by  hiring  the  minimum  amount  of  workers  to  do 
the  job  in  each  department,  thus  doing  away  with  an  over- 
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abundance  of  workers.  Meetings  are  held  to  show  the  workers 
the  benefits  to  the  company  when  they  work  as  a whole  rather 
than  merely  having  departmental  allegiance.  Difficulties 
sometimes  arise  as  to  the  duties  and  responsibilities  of 
different  executive  positions.  This  problem  is  the  respon- 
sibility of  the  board  of  directors,  who  clarify  the  duties 
of  each  party  involved.  Occasionally,  an  executive  position 
will  be  open  and  an  outsider  brought  into  the  organization 
because  no  one  from  within  the  organization  has  the  requi- 
site qualifications.  The  policies  which  govern  the  company 
come  first  as  suggestions  from  the  various  department  heads. 
These  suggestions  are  then  forwarded  to  the  board  of  direc- 
tors who  make  the  final  decision  as  to  the  soundness  of  the 
policy.  The  department  heads  are  also  expected  to  recommend 
changes  in  policies,  if  the  changes  are  actually  believed  to 
be  for  the  betterment  of  the  company  and  not  just  for  their 
own  departments.  Internal  audit  procedures  are  used  as  a 
check  on  compliance  with  and  interpretation  of  company  poli- 
cies. Policies  are  made  known  to  executives  and  subordinate 
personnel  in  the  form  of  bulletins. 

The  appropriations  and  expenditures  of  Darling  and 
Company  are  held  under  a very  rigid  check  by  the  board  of 
directors  with  the  help  of  the  accounting  department,  indi- 
vidual department  heads  and  committees  which  have  been  set 
up  for  this  purpose.  Capital  expenditures  are  reviewed  and 
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checked,  but  the  cash  available  is  projected  by  the  treas- 
urer’s office.  Maintenance  expenditures  are  reviewed  and 
checked  by  the  comparison  of  costs  to  estimates.  The  opera- 
ting expenditures,  reviews  and  checks  are  made  by  the  de- 
partment heads  and  coramittees.  If  professional  services  are 
required,  the  department  heads  check  on  this  according  to 
the  needs  of  the  individual  departments.  The  president  of 
the  company  has  full  authority  over  the  reviews  and  checks 
on  the  expenditures  involved  in  negotiating  outside  con- 
tracts. Every  department  ha3  an  annual  budgeted  appropria- 
tion and  the  control  over  its  expenditure  is  provided  by  the 
accounting  department,  through  comparison  of  expenditures  to 
the  budget. 

The  company  has  a training  program  for  the  young  men 
in  the  organization.  Hourly  employees  are  not  rated  until 
they  reach  the  management  level.  Staff  and  executive  per- 
sonnel must  have  the  qualifications  and  very  high  recommen- 
dations before  being  selected  for  top-management  positions. 
The  company  has  training  programs  for  staff  and  executive 
personnel.  These  training  programs  are  also  used  to  relieve 
executives  of  unnecessary  and  time-consuming  administrative 
details.  A rating  or  title  is  given  to  the  executives  ac- 
cording to  the  positions  they  hold.  Occasionally  staff  and 
executive  personnel  are  transferred  to  other  plants  if  the 
qualifications  of  the  person  being  transferred  are  satisfac- 
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tory.  Again,  if  the  qualifications  of  a person  are  right, 
he  may  be  selected  for  promotion.  As  for  the  dismissal  of 
either  hourly  or  staff  personnel,  there  is  no  set  policy  on 
this  matter. 

Wages  and  salaries  are  determined  by  the  going  com- 
munity rate.  Executive  positions,  however,  are  determined 
by  the  board  of  directors.  The  president  of  the  company  has 
the  authority  for  administering  pensions,  insurance  and 
other  employee-benefit  plans. 

Darling  and  Company  employs  an  attorney  who  sits  in 
on  conference  with  union  officials.  He  then  recommends  or 
advises  the  president  or  vice-president,  whose  responsibil- 
ity it  is  to  make  the  final  decision  on  any  grievance. 

The  basic  work  force  is  rather  constant  in  this  con- 
cern since  the  line  of  products  is  nonseasonal.  The  presi- 
dent and  vice-president  have  the  authority  for  the  expansion 
or  contraction  of  the  work  force.  A committee  is  appointed 
to  investigate  and  eliminate  nonessential  work  and  to  main- 
tain labor  at  an  economic  minimum.  Control  of  the  field 
force  is  exercised  by  the  department  head  concerned. 

The  sales  department  is  in  almost  complete  control  of 
product  selection  and  quality.  Research  also  conducts  peri- 
odic reviews  for  deletion  purposes.  The  plant  superintend- 
ent is  responsible  for  keeping  plant  facilities  up  to  date. 
Each  department  head  is  consulted  as  to  specifications  and 
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selection  of  the  facilities  within  his  department.  The 
maintenance  department  is  responsible  for  the  abandonment, 
dismantling  and  disposal  of  facilities. 

Price  and  discount  policies  and  practices  are  au- 
thorized by  the  vice-president.  Changes  are  made  only  after 
a careful  review  of  current  and  future  market  conditions. 

lie  commendations  come  from  district  supervisors  con- 
cerning the  entering  of  any  new  market  area.  The  president 
makes  the  final  decision  as  to  whether  new  market  areas 
should  be  entered.  Channels  and  methods  of  distribution  are 
determined  by  the  head  of  the  sales  department. 

The  determination  of  the  rate  of  operation  is  evolved 
by  the  president  or  vice-president.  Long-range  planning  de- 
pends on  the  inventory  on  hand  and  the  present  and  future 
outlook  of  sales.  The  schedules  for  operations  and  delivery 
dates  are  determined  by  the  plant  superintendent.  These 
schedules  and  delivery  dates  are  somewhat  determined  by  the 
amount  of  orders  to  be  filled. 

External  operations  are  assigned  to  various  execu- 
tives such  as  the  president,  who  is  in  charge  of  governmen- 
tal relationships}  and  the  individual  department  heads,  who 
deal  with  the  public  on  matters  affecting  their  individual 
departments. 

Through  strict  supervision  by  the  vice-president,  a 
close  control  is  exercised  over  the  demands  for  services  of 
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such  departments  as  research,  engineering,  statistical  and 
legal. 

Doehlsr-Jarvis  Corporation 

The  Doehler-Jarvis  Corporation  is  the  largest  pro- 
ducer of  die  castings  in  the  United  States.  The  company  has 
plants  in  the  cities  of  Chicago,  Toledo,  Batavia,  Potsdam 
and  Grand  Rapids. 

The  firm  was  formerly  the  Jarvis  Company,  but  ap- 
proximately 10  years  ago  through  a merger  with  the  Doehler 
corporation,  it  became  the  Doehler-Jarvis  Corporation. 

About  2 years  ago,  this  corporation  also  consolidated  with 
National  Lead.  The  organizational  structure  of  the  Grand 
Rapids  plant  is  determined  by  a policy  committee  which  is 
composed  of  various  top-executives  and  consultants.  The 
committee  determines  the  method  and  plan  under  which  the 
company  is  to  be  operated.  After  the  basic  policies  have 
been  set  up,  the  committee,  the  plant  superintendent  and 
assistant  superintendents  are  responsible  for  carrying  out 
these  policies.  The  formulated  policies  are  then  introduced 
to  the  executives  and  subordinate  personnel  by  a thorough 
training  program. 

In  order  to  check  the  effectiveness  of  these  poli- 
cies, meetings  are  called  at  regular  intervals  between  the 
general  manager  of  the  company  and  the  policy  committee. 
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In  attempting  to  achieve  organizational  effective- 
ness, each  executive  has  been  designated  only  limited  au- 
thority, and  the  number  of  workers  reporting  to  him  is  also 
limited.  Departmental  reviews  check  the  danger  of  too- 
finely  divided  functions.  Such  reviews  are  usually  called 
only  after  some  inefficiency  is  noted. 

The  appropriations  and  expenditures  of  the  concern 
are  governed  by  an  appropriations  cooimittee.  Each  depart- 
ment must  send  a full  report  to  the  committee  on  the  amount 
and  nature  of  expenditures.  The  departmental  budget  is  re- 
viewed monthly  by  the  head  of  the  department  and  an  official 
of  the  accounting  department.  The  plant  controller  is 
called  in  if  a budget  is  overdrawn. 

The  plant  manager  is  in  charge  of  maintenance  and  he 
delegates  line  authority  for  performance  to  the  superintend- 
ents who,  in  turn,  work  through  the  foreman.  Monthly  main- 
tenance reviews  are  taken  throughout  the  plant,  and  expend- 
itures in  the  area  are  checked  and  reviewed  in  connection 
with  the  production  ratio. 

The  plant  controller  acts  as  an  overseer  of  the  bud- 
get. All  operation  expenditures,  such  as  materials,  sup- 
plies and  wages  are  reviewed  and  checked  by  a system  of  in- 
ternal audits  and  budgets.  All  expenses  such  as  dues,  mem- 
berships, donations  and  subscriptions  are  also  approved  by 
the  plant  controller,  as  well  as  the  general  office.  The 
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budget  of  operation  expenses  of  each  department  is  checked 
and  reviewed  by  superintendents  and  foremen. 

The  expenditures  that  are  involved  in  the  negotia- 
tions of  outside  contracts  are  constantly  reviewed  by  the 
controlling  staff  through  periodic  reports  of  the  sales  de- 
partment. Outside  contracts  involve  considerable  research 
in  selling  expenses  and  general  expenses.  The  sales  item  is 
one  of  the  highest  budgeted  items. 

All  professional  services  such  as  accounting,  engi- 
neering, legal  and  medical  are  reported  monthly  and  reviewed 
by  the  plant  controller  and  the  accounting  department. 

The  employees  of  Doehler-Jarvis  Corporation  are 
chosen  only  after  a series  of  interviews  and  tests.  The 
staff  and  executive  personnel  testing  program  is  very  exten- 
sive. 

The  wage  scale  of  the  employees  at  Doehler-Jarvis  is 
determined  by  the  area  wage  averages,  supplemented  by  incen- 
tive rates  established  by  time-study  methods.  Even  clerical 
workers  may  receive  additional  bonuses  under  a job  evalua- 
tion program. 

The  industrial  relations  department  handles  all  ne- 
gotiations between  employees  and  management.  The  Industrial 
relations  department  is  a separate  department  and  reports 
directly  to  the  plant  manager.  The  union  contract  is  a 
rather  definite  document.  The  steps  for  settling  a griev- 
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ance  are  clearly  outlined.  The  plant  superintendent,  plant 
engineer  and  the  controller  decide  on  the  combination,  addi- 
tion or  deletion  of  jobs.  The  superintendent  is  in  charge 
of  determining  whether  the  present  work  force  should  be  in- 
creased or  decreased. 

The  sales  department  determines  whether  a change  in 
the  present  line  of  production  is  necessary.  The  usual 
methods  are  talking  to  customers,  consulting  the  sales  de- 
partment’s record  and  checking  on  rejects.  The  sales  de- 
partment sends  its  recommendations  to  the  policy  committee. 
The  sales  department  also  schedules  the  delivery  dates. 

Price  changes  and  discounts  are  based  on  a joint  conference 
between  the  sales  manager,  the  plant  manager  and  the  custom- 
er. The  director  of  sales  has  the  authority  to  enter  new 
market  areas  or  to  withdraw  from  old  areas.  His  other 
duties  include  location  and  number  of  warehouses  and  the 
selection  of  channels  and  methods  of  distribution. 

The  actual  operation  of  Doehler-Jarvis  Corporation 
can  be  followed  and  somewhat  predicted  by  a production 
graph.  The  rate  of  operation  is  usually  determined  6 months 
in  advance.  This  is  made  possible  through  market  research, 
analysis  of  competition  and  continual  striving  for  improve- 
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Fritzel’s  Incorporated 


Fritzel’s  Incorporated,  a ladles’  apparel  store,  has 
branches  located  in  various  sections  of  Milwaukee,  Wiscon- 
sin, One  is  located  in  the  main  shopping  center  of  Milwau- 
kee; another,  in  a fine  suburban  location;  and  a third  store 
is  presently  being  constructed  in  a new  shopping  district. 

A major  reason  for  a new  location,  instead  of  expansion  at 
the  older  sites,  was  the  lack  of  expansion  facilities  in  the 
present  structures.  The  means  and  methods  of  control  em- 
ployed at  Fritzel’s  have  some  similarity  to  those  of  larger 
organizations.  The  board  of  directors  is  responsible  for 
organization  planning,  which  is  reviewed  semi-annually.  The 
problems  that  confront  every  organization  seem  to  have  been 
met  rather  successfully  by  this  concern.  Some  of  these 
problems  were  precluded  by  a training  program.  By  limita- 
tion of  specific  jobs,  the  number  of  employees  under  a 
single  executive  is  curtailed.  The  policies  of  the  company 
are  discussed  at  weekly  meetings.  Department  or  division 
heads  are  expected  to  recommend  changes  in  policy  or  to  sup- 
plement policies  now  in  effect.  Any  change  in  policy  is 
made  known  by  transcription.  The  board  of  directors  author- 
izes capital  expenditures.  These  expenditures  are  requisi- 
tioned by  the  purchasing  department.  The  board  of  directors 
checks  the  authority  of  the  requisitions,  the  date  of  deliv- 


eries  and  the  specifications.  Each  department  has  an  annual 
budgeted  appropriation,  and  the  control  over  the  amount  ex- 
pended is  checked  by  company  requisitions  and  purchase  or- 
ders. The  authority  delegated  to  the  different  levels  of 
management  is  limited. 

The  general  manager  is  responsible  for  maintenance 
expenditures  and  operating  expenditures,  of  which  materials 
and  supplies,  traveling  expenses,  dues  and  memberships,  and 
payrolls  are  included.  Individual  departments  do  not  have  a 
budget  for  operating  expenditures.  Expenditures  for  profes- 
sional services  such  as  auditing,  engineering,  legal  and 
medical  are  authorized  by  the  board  of  directors. 

Employees  are  selected  according  to  experience, 
character  and  appearance.  Most  employees  undergo  training 
periods  that  are  supervised  by  department  heads.  Employees 
are  rated  on  their  ability  and  aggressiveness.  There  are 
little  or  no  transfers  allowed  by  the  stores.  A promotion 
is  gained  strictly  on  the  basis  of  merit.  Unsatisfactory 
performance  or  misconduct  may  lead  to  dismissal.  The  staff 
or  executive  personnel  are  selected  by  experience,  qualifi- 
cations and  character.  They  are  rated  by  their  performance, 
and  promotion  is  on  a merit  basis.  Misconduct  or  unsatis- 
factory performance  may  lead  to  dismissal. 

Fritzel’s  does  not  have  any  plan  for  establishing 
occupational  differentials.  Company  policy  determines  the 
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general  wage  level  of  clerical  workers.  Sales  personnel  are 
given  a salary  plus  a commission.  An  increase  in  the  wage 
of  an  employee  is  initiated  by  recommendation  of  the  depart- 
ment head.  Salaries  over  f<4*000  per  year  are  based  on  job 
evaluation.  Grievances  are  handled  through  department 
heads.  Manpower  is  determined  by  need.  Seasonal  fluctua- 
tions are  responsible  for  the  adjustment  of  the  work  force. 
The  general  manager  has  authority  for  hiring  and  firing. 

The  line  of  products  exhibit  style  changes  only  by 
season.  Since  the  product  is  of  this  nature,  it  is  not  sub- 
ject to  periodic  review.  The  standard  of  quality  is  deter- 
mined by  the  price.  There  are  no  foreign  operations.  All 
clerical  data  are  compiled  in  one  central  office.  Reports 
of  sales  and  expenses,  compiled  on  a store  basis,  are  sent 
to  the  central  office  for  the  necessary  clerical  procedures. 
The  board  of  directors  has  the  authority  for  entering  new 
market  areas  or  withdrawing  from  existing  areas.  Such  a de- 
cision was  recently  made  for  the  new  branch  store. 

The  general  effectiveness  of  performance  is  measured 
and  controlled  by  the  budget,  which  is  subject  to  periodic 
review  through  an  audit  and  monthly  profit  and  loss  state- 
ments. 

The  main  authority  of  the  firm  lies  in  the  hands  of 
a few  executives.  The  major  advantage  in  this,  of  course, 
is  complete  knowledge  of  all  undertakings  by  these  men.  The 


big  disadvantage  is  that  certain  executives  are  overloaded. 


First  Wisconsin  National  Bank 

The  First  Wisconsin  National  Bank  is  a National 
Chartered  Bank  and  has  2 head  officers,  the  president  and 
the  cashier.  Under  the  president  are  2 executive  vice-pres- 
idents. The  organizational  structure  is  divided  four-fold. 
The  First  Wisconsin  does  not  limit  the  number  of  individuals 
reporting  to  a single  executive.  The  adjustment  of  duties 
and  responsibilities  of  an  executive  position  to  the  indi- 
vidual is  handled  through  division  and  department  heads. 
Assistants  are  sometimes  used  to  relieve  executives  of  un- 
necessary and  time-consuming  administrative  details.  Sub- 
divisions of  the  bank  ares  customer  services  division,  re- 
tail banking  division,  investment  division,  cashier’s  de- 
partment, credit  department,  women’s  department,  control- 
ler’s department,  demand  deposit  account  department,  per- 
sonnel department,  savings  department  and  the  commercial 
teller’s  department. 

In  regard  to  organizational  planning,  2 men  head  the 
planning  department,  the  director  of  planning  and  an  assist- 
ant controller.  These  officers  are  responsible  for  proce- 
dures and  equipment.  The  First  Wisconsin  has  growth  as  a 
major  goal.  A recent  example  is  the  installation  of  a new 
type  of  auto-banking.  A committee,  composed  of  members  of 
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the  board,  makes  an  examination  of  banking  activities  to 
check  on  organizational  effectiveness.  The  board  of  direc- 
tors submits  reports  to  all  executives  and  subordinate  per- 
sonnel, which  outlines  policy.  Department  or  division  heads 
are  expected  to  recommend  changes  in  policy  if  the  necessity 
for  a change  exists.  Typical  reports  and  charts  cover 
checks  returned,  insufficient  funds,  foreign  department  ac- 
tivities, savings,  safety  deposit,  cash  opened  and  closed 
and  new  loans.  Department  heads  receive  the  respective  re- 
ports daily. 

Authority  is  delegated  to  different  levels  or  zones 
of  management  which  handle  capital  expenditures  by  the  pres- 
ident, cashier,  controller  and  the  board  of  directors. 

Maintenance  is  governed  by  board  action  only  on  very 
large  expenditures.  Usually  maintenance  is  authorized  by 
the  vice-president,  the  cashier  and  the  assistant  cashier. 
Maintenance  expenditures,  reviews  and  checks  are  exercised 
by  the  controller  and  the  board  of  directors. 

There  is  no  annual  budget  appropriation  for  mainte- 
nance, but  capital  expenditures  are  budgeted.  Contribu- 
tions, donations  and  salary  schedules  are  also  budgeted. 

Operating  expenditures  are  handled  by  various  indi- 
viduals. The  purchasing  agent  handles  all  materials  and 
supplies;  an  executive  committee  and  one  of  the  board  mem- 
bers handle  traveling  expenses,  dues  and  memberships.  The 
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assistant  cashier  is  accountable  for  donations  and  subscrip- 
tions, and  the  personnel  manager  is  responsible  for  the  pay- 
roll. No  department  is  actually  budgeted,  but  each  manager 
is  held  responsible  for  all  operations  under  his  jurisdic- 
tion. Expenses  such  as  rent,  heat  and  lights  are  appor- 
tioned. 

Legal,  accounting  and  engineering  services  are  of- 
fered by  First  Wisconsin.  Legal  aid  is  an  outside  service. 
The  bank  has  its  own  accountants,  and  a graduate  engineer 
also  serves  as  building  superintendent. 

There  are  12  branches  of  First  Wisconsin,  each  of 
which  is  headed  by  a branch  manager.  Any  request  for  addi- 
tional appropriation  must  be  addressed  to  the  finance  com- 
mittee, subject  to  board  approval. 

Every  departmental  manager  is  responsible  for  his 
working  force.  Ke  continually  reviews  his  manpower  to  elim- 
inate nonessential  work  and  to  maintain  the  work  force  at  an 
economic  minimum. 

The  rate  of  operation  is  determined  by  the  executive 
committee.  Long-range  planning  is  practiced.  Charts  and 
graphs  are  utilized  to  show  the  condition  of  cash  loans  and 
deposits.  The  First  Wisconsin  conducts  foreign  operations. 
The  bank  has  accounts  with  London,  England;  Toronto,  Canada; 
and  Winnipeg,  Canada. 

The  personnel  manager  is  in  charge  of  employment  and 
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all  other  personnel  functions.  Promotion  from  within  is  a 
general  policy  of  First  Wisconsin.  Personnel  is  almost 
equally  divided  between  males  and  females. 

The  board  of  directors  and  the  executive  committee 
administer  pensions,  insurance  plans  and  other  employee- 
benefit  plans.  The  training  program  has  set  up  3 men  in  the 
executive  division  who  act  a3  a "flying  squadron"  if  someone 
should  be  absent  from  his  job.  These  men  are  well-rounded 
executives  who  have  a good  knowledge  of  most  of  the  impor- 
tant positions  in  the  bank. 

General  Electric  Company 

The  X-Ray  Department  of  the  General  Electric  Company 
is  one  of  the  nation’s  leading  producers  of  electro-medical 
apparatus.  Its  plant  is  located  in  Milwaukee,  YJisconsin. 

In  194-6,  negotiations  were  entered  into  by  the 
General  Electric  Company  and  the  United  States  Government 
for  the  purpose  of  obtaining  the  former  Allis  Chalmers  su- 
percharger plant  for  the  General  Electric  Company.  This  was 
finally  accomplished  and  a physical  movement  was  undertaken 
from  the  old  Chicago  plant  of  the  General  Electric  Company 
X-Ray  Corporation  to  new  quarters  in  Milwaukee  in  the  spring 
of  1947*  The  Milwaukee  plant  with  its  improved  facilities 
permitted  expansion  of  production  and  research  activity,  en- 
abling the  company  to  maintain  its  position  as  a leader  in 
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the  electro-medical  field. 

With  the  physical  transfer  from  Chicago,  other 
changes  resulted.  The  company  had  been  known  as  the  General 
Electric  X-Ray  Corporation  ever  since  the  purchase  of  the 
old  Victor  X-Ray  Corporation  by  the  General  Electric  Com- 
pany, and  it  was  a subsidiary  of  the  parent  company.  After 
transfer  had  been  effected,  it  was  deemed  suitable  to  change 
the  status  of  the  General  Electric  X-Ray  Corporation  from 
that  of  a subsidiary  to  that  of  a department  within  the 
General  Electric  organization. 

This  change  in  status  also  brought  about  a change  in 
title;  henceforth,  the  company  was  to  be  known  as  the  X-Ray 
Department  of  the  General  Electric  Company. 

As  an  integral  part  of  the  General  Electric  organi- 
zation, the  X-Ray  Departments  operational  procedures  are 
patterned  after  those  utilized  by  all  General  Electric  de- 
partments, subject,  of  course,  to  its  peculiar  problems  and 
limitations. 

The  basic  structure  of  the  department  is  determined 
by  study  of  the  General  Electric  management  consulting  divi- 
sion. This  study  is  based  upon  past  experience,  current 
organizational  structure  of  competing  companies  and  the 
problems  and  objectives  of  the  electro-medical  field.  Flex- 
ible future  planning  is  in  order,  to  adjust  with  least  dif- 
ficulty, as  conditions  warrant.  The  general  manager,  compa- 
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for  successful  operation,  in  cooperation  with  and  with  the 
approval  of  the  executive  vice-president  of  apparatus  sanc- 
tioned by  President  Cordiner  of  General  Electric. 

In  keeping  with  the  idea  that  the  structure  of  the 
organization  is  flexible,  it  is  not  allowed  to  become  inef- 
fective through  stagnation.  The  structure  is  reviewed  at 
least  annually  and  sooner  if  conditions  dictate;  this  is  ac- 
complished through  budget  review  and  the  executive  rating 
program. 

Structural  review  is  not  limited  to  the  upper  level 
of  management.  It  is  accomplished  from  the  sectional  level 
to  the  engineer  of  the  department  and  on  up  to  the  executive 
vice-president  of  General  Electric.  This  method  insures  a 
constantly  realistic  approach  to  the  reouirements  of  the 
organization. 

In  the  realization  that  successful  management  is  ac- 
complished only  by  competent  managerial  personnel,  the  Gen- 
eral Electric  Company  has  set  forth  conditions  that  are  con- 
ducive to  the  proper  selection,  training  and  utilization  of 
its  personnel  in  an  effort  to  achieve  organizational  effec- 
tiveness. Annually,  some  1,400  college  graduates  are  drawn 
into  the  organization.  Career  development  and  training  are 
undertaken  to  successfully  integrate  these  individuals  into 
the  General  Electric  structure.  Executive  positions  are 
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3pelled  out  in  conjunction  with  position  responsibility  and 
accountability.  Executive  personnel  are  required  to  adapt 
to  the  positions;  the  positions  are  not  changed  to  fit  indi- 
viduals. The  departments  and  sections  are  interrelated  so 
as  to  prevent  a narrow  departmental  allegiance  as  opposed  to 
a general  company  allegiance.  Executive  positions  are  ana- 
lyzed annually  from  the  job  descriptions  submitted,  so  as  to 
eliminate  excessive  activity  drain  upon  a single  executive 
and  to  promote  smooth  operation. 

The  policies  of  the  General  Electric  Company  are 
contained  in  a policy  book.  Management  personnel  are  re- 
quired to  know  the  policies  outlined,  to  implement  these 
policies,  and  to  suggest  needed  revisions.  Policies  are 
formulated  on  the  over-all  structure  by  the  department  man- 
ager and  the  sectional  managers,  subject  to  board  approval. 

A budgetary  system  has  been  devised  utilizing  dollar 
amount  as  to  the  degree  of  approval  required  to  make  expend- 
iture of  funds.  Monthly  review  of  expenditures  by  the  fi- 
nancial department,  as  well  as  the  annual  audit,  serves  to 
control  the  expenditures. 

The  company  can  make  and  designate  the  jobs,  but 
only  people  can  perform  them.  General  Electric  has  devel- 
oped an  employee-relations  program  that  has  proved  quite 
successful.  Personnel  selection  programs  have  been  devised 
so  as  to  procure  qualified  employees,  to  give  them  adequate 
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job  training  and  rate,  and  to  provide  incentive  for  employ- 
ment by  a system  of  ratings  and  promotion.  Mew  employees 
enter  the  General  Electric  organization  on  a probationary 
status  for  90  days.  During  this  time,  it  is  actively  deter- 
mined how  the  new  employee  will  fit  into  the  program  and  if 
his  qualifications  are  sufficient  to  maintain  his  employ- 
ment. Marginal  employees  are  dismissed  after  the  90-day 
period;  no  entrenchment  is  permitted  to  occur. 

Managerial  personnel  procurement  for  all  the  depart- 
ments is  carried  on  through  the  central  service  office  of 
the  General  Electric  Company. 

A trainee  receives  a rotating  education  in  all 
phases  of  company  operation  and,  in  addition,  he  receives 
period  seminars  and  outside  additional  courses.  The  entire 
General  Electric  organization  serves  as  a place  of  employ- 
ment; transfer  and  promotion  are  made  to  plants  in  different 
locations  according  to  company  need.  A managerial  rating  is 
done  on  the  basis  of  the  job  description.  Managerial  per- 
sonnel are  fitted  to  a job  classification  within  their  capa- 
» 

bilities  if  it  is  obvious  that  they  lack  the  ability  to  ad- 
vance. The  best  qualified  employee,  selected  by  the  finest 
methods,  will  prove  unsatisfactory  if  he  thinks  that  his 
wage  is  substandard  or  that  his  complaints,  real  or  imagi- 
nary, are  neglected.  The  General  Electric  Company  has  de- 
veloped a procedure  whereby  the  wages  paid  its  employees  are 
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comparable  to  wages  paid  for  similar  occupations  by  other 
companies  in  the  particular  area.  Furthermore,  the  company 
maintains  close  relations  with  the  particular  union  in- 
volved, in  an  effort  to  maintain  harmony  and  equity.  Em- 
ployee benefits  are  developed  by  joint  negotiations  by  the 
company  and  the  local  union.  The  industrial  relations  sec- 
tion is  the  highest  agency  of  the  department  in  these  mat- 
ters; its  decision  is  final  on  the  company’s  part,  subject 
to  approval  of  the  department  general  manager  only  on  mana- 
gerial issues. 

The  successful  operation  of  a company  the  size  of 
the  X-Ray  Department  depends  upon  the  integrated  efforts  of 
several  sections.  Products  to  be  manufactured,  the  people 
to  do  the  manufacturing,  the  marketing  and  distribution  of 
the  product  and  the  maintenance  of  the  production  facilities 
are  all  prime  considerations  of  management.  To  achieve  a 
successful  integration  of  these  efforts,  these  functions  are 
specifically  assigned  to  the  respective  sections  to  be 
worked  out  as  to  particular  requirements  and  then  consoli- 
dated to  achieve  operational  performance.  An  adequate  work 
force  is  maintained  by  tying  it  to  the  volume  of  the  work 
load.  In  times  of  great  load,  new  employees  are  hired,  and 
in  times  of  decreased  work  load,  normal  attrition  usually 
suffices  to  reduce  the  excess  in  the  work  force.  Determina- 
tion of  work  force  needs  is  delegated  to  the  section  manager 
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in  most  cases,  but  managerial  revisions  require  the  approval 
of  the  general  manager.  Employees  produce  the  goods  but  re- 
quire adequate  facilities.  The  responsibility  for  mainte- 
nance of  adequate  manufacturing  facilities  belongs  to  the 
manager  of  manufacturing.  His  responsibility  includes  the 
smooth  functioning  of  the  existing  manufacturing  facilities, 
their  employment  replacement  and  the  selection  of  new  facil- 
ities. In  matters  of  major  revision,  the  concurrence  of  the 
general  manager  is  required. 

The  manager  of  marketing  holds  the  prime  responsi- 
bility for  moving  the  products  produced  through  the  joint 
efforts  of  the  work  force  and  the  manufacturing  facilities. 
Efficient  production  must  be  followed  by  the  channeling  of 
products  into  the  proper  market  in  sufficient  quantity,  in 
an  appealing  package  and  at  an  attractive  price. 

Prices  are  set  for  the  company’s  products  through 
the  joint  efforts  of  the  manager  of  marketing  and  the  gener- 
al manager.  In  cases  of  major  price  change,  the  approval  of 
the  vice-president  is  required.  A close  touch  on  product 
movement  and  deletions  from  the  product  line  is  kept  by  the 
manager  of  marketing.  This  executive  also  appraises  new 
market  potentials,  decides  whether  to  withdraw  from  or  enter 
certain  areas,  determines  warehousing  and  distribution  meth- 
ods, and  selects  the  marketing  channels. 

In  view  of  the  company  characteristics,  the  firm  is 
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essentially  a job  shop  carried  on  under  the  general  manager 
of  the  department. 

Foreign  operations  and  sales  are  carried  on  by  an- 
other subsidiary  of  the  parent  company.  The  International 
General  Electric  Company  performs  in  the  capacity  of  whole- 
sale jobber,  placing  orders  received  from  its  foreign  mar- 
kets with  the  X-Ray  Department.  Control  of  the  Internation- 
al is  maintained  by  the  president  of  the  parent  company. 

The  X-Ray  Department  maintains  fine  external  rela- 
tions with  the  community.  A program  is  carried  on  through 
delegation  of  responsibility  to  the  proper  section  of  the 
organization. 

Gidaings  and  Lewis  Machine  Tool  Company 

Giddings  and  Lewis  Machine  Tool  Company  is  a major 
producer  of  machined  tools  for  industry  in  the  United 
States.  During  the  past  15  years,  the  company  has  been 
awarded  many  millions  of  dollars  of  government  contracts. 

The  total  work  force  is  about  2,500  people,  of  which  the  ma- 
jority is  employed  in  Fond  du  Lac,  Wisconsin,  the  home  of- 
fice of  Giddings  and  Lewis. 

With  regard  to  the  organization,  the  basic  structure 
of  the  company  is  determined  by  numerous  factors:  the  type 

of  business  objective  of  the  tooling  industry,  growth,  exec- 
utive qualification,  departmentalization  according  to  needed 
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functions,  past  experience,  new  lines  and  competition.  A 
future  plan  has  been  worked  out  by  the  executive  committee. 
This  plan  is  flexible  and  subject  to  review  by  this  commit- 
tee when  necessary,  because  of  the  governmental  contracts 
which  might  be  awarded  a company  at  any  time. 

To  achieve  effectiveness,  Giddings  and  Lewis  has 
delegated  certain  written  responsibilities  to  its  execu- 
tives. An  attempt  has  been  made  to  limit  the  number  of  in- 
dividuals reporting  to  a single  executive  and  removing  the 
danger  of  too-finely  divided  functions.  The  efficiency  of 
the  company  has  been  maintained,  in  part,  by  picking  the  in- 
dividuals for  the  job  through  their  qualifications,  and  by 
reviewing  each  position  for  advised  changes.  Great  company 
spirit  and  allegiance  has  been  acquired  through  career  pro- 
grams and  the  policy  of  promotion  through  the  ranks. 

The  policy  of  the  company  is  determined  by  the  exec- 
utive committee  vdth  the  approval  of  the  board  of  directors. 
Policies  are  made  known  to  the  persons  involved  by  printed 
memorandum  forms.  The  department  managers  in  their  monthly 
or  quarterly  reports  to  the  executive  committee  are  expected 
to  recommend  any  changes  to  be  made  regarding  the  present 
policies. 

Expenditures  of  Giddings  and  Lewis  have  in  the  pa3t 
few  years  been  devised  chiefly  on  a budget  system,  which 
seems  to  give  the  company  a very  sound  accounting  system  and 
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eliminates  much  unnecessary  waste  of  money.  The  capital  ex- 
penditures have  a budgeted,  specific  amount  to  be  spent  each 
year  depending  upon  the  outlook.  Appropriations  are  re- 
quested by  the  department  managers,  subject  to  the  approval 
of  the  executive  committee  if  the  dollar  amount  is  of  great 
value.  These  annual  capital  expenditures  are  reviewed  quar- 
terly by  the  controller^  department.  The  maintenance  and 
operating  expenditures  do  not  come  under  the  executive  com- 
mittee^ approval  unless  they  are  of  a great  dollar  amount. 
The  concerned  executive  and  department  heads  review  these 
expenditures.  For  the  professional  services,  such  as  legal 
and  medical,  authority  for  expenditures  is  delegated  to  the 
top-management  level  only  because  there  is  no  departmental 
budget  for  these  activities. 

The  services  for  accounting  and  engineering  are  em- 
ployed within  the  company  itself.  Expenditures  regarding 
outside  contracts  are  reviewed  depending  on  the  contract; 
that  is,  sales  contracts  by  the  sales  department,  purchase 
contracts  by  the  purchasing  department,  and  government  con- 
tracts by  the  executive  committee.  There  is  no  budget  for 
outside  contracts. 

The  quality  of  hourly  employees  is  maintained  by  an 
interview  with  the  personnel  manager,  a qualification  test 
that  scores  and  a review  of  community  records.  These  men 
are  job  rated,  transferred  and  promoted  or  dismissed  by  the 
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approval  of  the  department  heads.  The  company  does  not  use 
a merit-rating  program.  The  quality  of  staff  and  executive 
personnel  is  maintained  almost  in  the  same  way,  but  a more 
diligent  search  is  made  to  obtain  the  highest  caliber  of  men 
for  these  positions.  The  transfer,  promotion  or  dismissal 
of  these  men  is  subject  to  the  approval  of  the  executive 
committee  and  the  board  of  directors. 

The  general  wage  level  of  all  personnel  in  the  com- 
pany is  determined  by  the  job  rating  system  and  wage  bands. 
These  are  subject  to  review  by  job  evaluation  committees, 
who  are  influenced  by  world  conditions.  For  the  individual 
wage  or  salary  advance,  the  supervisor  makes  recommendations 
to  the  department  head  and  the  matter  is  then  taken  up  with 
the  personnel  manager.  All  salaries  above  the  $5,000  level 
are  on  a job  evaluation  level,  but  must  meet  the  approval  of 
the  executive  committee  and  the  board  of  directors.  The 
bargaining  committee,  of  which  the  industrial  relations  de- 
partment is  the  main  member,  has  control  of  all  collective 
bargaining.  The  grievance  problem  i3  usually  handled  within 
the  separate  departments,  but  if  it  cannot  be  ironed  out 
within,  then  it  is  referred  to  the  industrial  relations  de- 
partment. Plans  for  pension.  Insurance  and  other  employee 
benefits  are  made  by  the  executive  committee  and  adminis- 
tered by  the  industrial  relations  department. 

The  work  force  of  the  company  is  determined  mainly 
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by  the  amount  of  the  workload.  Regarding  an  increase  or  de- 
crease in  the  work  force,  the  department  heads  and  the  works 
manager  decide  from  the  shop  end  and  the  executive  committee 
decides  on  the  major  changes.  To  maintain  the  force  at  an 
economic  minimum,  the  controller’s  department  advises  in  its 
monthly  financial  report  to  the  executive  committee.  The 
line  of  products  is  determined  or  changed  by  the  sales 
wants,  quality  suggestions  and  engineering  advancements. 
Standards  of  quality  are  determined  by  national  and  state 
tooling  associations,  competition  and  government  specifica- 
tions. Facilities  of  the  plant  are  kept  up  to  date  by  the 
plant  engineer  through  the  recommendations  of  the  department 
managers.  Because  of  the  great  cost  in  the  final  product 
(tens  of  thousands  of  dollars),  the  price  policy  exists  at 
the  top-management  level,  which  is  the  executive  committee. 
To  change  prices  or  grant  discounts,  recommendations  are 
made  by  the  sales  department  and  controller’s  department. 
Because  the  product  is  so  large  and  expensive,  the  market  is 
world  wide,  whenever  and  wherever  there  is  an  outlet.  The 
channels  and  methods  of  distribution  are  determined  by 
the  sales  department  and  the  executive  committee*  The  rate 
of  production  is  planned  almost  completely  on  the  basis 
of  present  orders  and  as  little  as  possible  on  future  esti- 
mates. The  fact  is  evident  that  employment  does  fluctuate 
quite  a bit  in  this  type  of  concern,  where  the  amount  of 
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orders  is  small  and  unpredictable.  Operating  schedules  and 
delivery  dates  are  determined  by  plant  capacity,  leeway 
time,  schedules  and  traffic  distribution  time.  All  foreign 
sales  are  directed  through  the  home  office  department,  and 
the  only  authority  for  foreign  sales  is  invested  in  the 
Paris  sales  manager,  who  has  European  operations. 

Regarding  external  relationships,  the  executives  who 
have  control  in  the  respective  fields  are  the  public  indus- 
trial relations  manager;  the  governmental-operating  commit- 
tee; the  industry-executive  committee;  and  the  industrial 
relations  manager.  Research  engineering,  statistical  and 
legal  services  are  controlled  by  the  executive  committee, 
who  take  into  consideration  the  company  policy  on  such  mat- 
ters. 

To  insure  general  effectiveness  for  the  corporation, 
action  is  taken  if  performance  is  not  satisfactory,  accord- 
ing to  the  profit  and  loss  statement,  for:  shop  procedure, 

conduct,  policies,  production  control,  union  rules  and  pro- 
cedures, organizational  methods,  manuals,  wage  scales,  and 
reports  and  charts. 

Giddings  and  Lewis  seems  to  be  centering  too  much 
detail  around  the  executive  committee.  A policy  of  this 
sort  could  lead  to  insufficient  consideration  of  the  main 
problems  of  this  company  and  might  lead  to  incorrect  deci- 
sions by  the  committee. 
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John  Graf  Company 

The  John  Graf  Company  is  a closely-knit  organiza- 
tion. It  is  co-managed  by  brothers.  A woman  is  the  presi- 
dent and  financial  officer  of  the  company,  and  she  acts  as 
a one-woman  committee  which  makes  all  major  decisions.  The 
proauction  manager  actually  manages  the  greater  part  of  the 
company.  He  has  full  charge  of  production,  purchasing  and 
complete  charge  of  all  functions  except  sales,  which  are 
handled  by  the  other  brother.  The  line  and  staff  organiza- 
tion is  utilized  on  a limited  scale. 

All  policies  of  the  company  are  determined  by  the 
co-managers,  subject  to  presidential  approval;  any  of  great 
importance  is  taken  up  with  all  the  officers  when  it  is 
deemed  necessary.  If  it  is  a policy  that  concerns  subordi- 
nate personnel,  it  is  discussed  with  them  thoroughly  before 
a decision  is  reached.  The  subordinate  personnel  are  al- 
lowed to  share  in  the  development  policy  and  the  effective 
administration  of  it  when  their  ideas  are  approved.  Depart- 
ment or  divisional  criticism  is  invited.  Recommended 
changes  in  policy  are  considered  and  acted  upon  many  times. 

Capital  expenditures  are  estimated  by  the  various 
co-managers  and  presented  to  the  financial  manager.  The 
feasibility  and  financial  need  for  such  expenditures  is  well 
considered  before  they  are  granted. 

The  use  of  daily  and  monthly  sales  charts  has  been 
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very  helpful  to  the  company.  They  present  the  best  guide 
for  reviewing  and  checking  the  progress  of  the  company,  nec- 
essary expenditures,  and  capital  expenditures,  and  for  de- 
veloping new  innovations  in  the  industry.  All  maintenance 
expenditures  are  instigated  by  the  plant  superintendent,  who 
has  a continual  running  program  for  the  development,  employ- 
ment and  repair  work  in  the  plant.  The  purchase  of  materi- 
als and  supplies,  such  as  sugar,  glass  bottles,  cans,  cases 
and  bottle  caps  is  handled  by  the  production  manager.  All 
other  supplies  are  purchased  by  the  plant  superintendent  and 
in  some  cases,  such  as  flavoring,  by  the  plant  chemist. 

Employees  are  screened  by  the  personnel  manager,  who 
uses  an  aptitude  test  prepared  by  the  American  Bottlers  of 
Carbonated  Beverages.  Training  periods  are  short  and  of  the 
on-the-job  type.  New  men  work  alongside  the  experienced 
workers. 

The  wages  and  salaries  of  the  workers  are  determined 
by  the  going  community  rate,  as  well  as  the  union  level. 
Supervisory  rates  are  determined  directly  by  the  co-managers. 
Manpower  is  determined  by  the  need  of  the  industry  and  pret- 
ty much  follows  the  trend  of  business  activity.  The  plant 
superintendent  and  the  traffic  manager  have  the  authority  to 
increase  or  decrease  the  existing  labor  force.  The  weekly 
payroll  cost  and  sales  charts  indicate  to  the  president  if 
it  is  necessary  to  make  adjustments  in  the  size  of  the  work 
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force. 

The  sales  department  works  in  close  association  with 
the  production  in  developing  new  flavors  and  new  products. 
These  2 departments  take  surveys  to  determine  if  new  flavors 
or  new  products  should  be  introduced. 

Haas  Foundry  Company 

The  Haas  Foundry  Company  has  its  policy  formulated 
by  a board  of  directors,  who  appoint  foremen  as  department 
heads  and  check  the  foremen* s weekly  reports  to  insure  ef- 
fective control  of  production.  The  board  of  directors  dis- 
tributes the  responsibility  according  to  the  abilities  of 
the  person  and  the  needs  of  the  corporation.  Since  the 
board  of  directors  sets  the  policy  of  the  company,  and  since 
the  president  of  the  board  is  also  the  president  of  the  com- 
pany, this  executive  performs  dual  functions. 

The  board  has  set  up  training  programs  for  salesmen. 
Each  salesman  has  his  own  territory,  and  suggestions  for  ad- 
ditions to  the  line  are  usually  honored.  Such  additions  are 
openly  sought  when  the  old  lines  are  at  a competitive  dis- 
advantage. Haas  is  known  to  be  one  of  the  best  aluminum 
casting  foundries  in  the  area.  The  company  holds  a large 
contract  with  Continental  Motors  for  the  production  of  Con- 
tinental Motor  heads.  Currently,  considerable  research  is 
being  done  in  marine  supplies,  which  is  a rapidly  expanding 
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industry.  Marine  supplies  in  the  United  States  are  rapidly 
narrowing  the  gap  between  the  automotive  and  home  appliance 
sales  and  themselves.  The  president  states  that  marine  sup- 
plies are  usually  made  of  chrome-coated  bronze  because  of 
the  material’s  resistance  to  the  elements;  but  his  theory  is 
to  produce  the  same  line  in  aluminum,  because  of  the  low  cost 
of  production  and  the  prestige  which  Haas  enjoys  in  the  alu- 
minum field.  It  is  estimated  that  aluminum  production  in 
this  line  would  reduce  the  cost  of  the  final  product  by  50 
per  cent. 

The  board  of  directors  has  the  final  say  on  control 
matters.  Department  heads,  foremen,  directors  and  others 
are  encouraged  to  make  suggestions  concerning  the  future  of 
the  company,  when  these  suggestions  are  not  those  of  a 
vested  interest,  Haas  has  set  up  a petty  cash  fund  with  a 
balance  of  $400,  for  miscellaneous  charges.  Any  purchase 
over  this  amount  must  be  passed  by  the  executives  of  the 
company,  who  thereby  insure  themselves  against  a loss 
through  the  direct  oversight  of  any  one  person.  Departments 
have  no  budget;  the  money  is  allotted  on  the  basis  of  the 
requirements  for  good  operation. 

A market  research  department  is  established  to  find 
current  market  prices  for  the  department  heads,  which  in- 
sures materials  at  the  right  time  and  at  the  right  price. 

It  is  also  the  duty  of  the  department  to  conduct  research 
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into  new  lines  which  the  company  might  wish  to  add  in  the 
future . 

Employee  relations  are  maintained  by  the  personnel 
director!  whose  job  it  is  to  assign  men  to  the  different  de- 
partments. This  individual  is  responsible  for  employee 
training,  transfer  and  dismissal.  Individuals  may  be  hired 
from  the  outside. 

Haas  has  maintained  effective  employer-employee  re- 
lations by  offering  a wage  near  the  top  of  foundry  listings 
in  the  nation.  The  president  feels  that  "undernourished 
workers"  are  not  good  workers.  A Christmas  bonus  and 
profit-sharing  are  also  company  programs. 

Grievances  are  brought  to  the  attention  of  the  fore- 
man, and  if  he  is  not  able  to  handle  them,  they  are  brought 
to  the  attention  of  the  supervisor.  Haas  is  a non-union 
shop,  although  a number  of  the  workers  previously  worked  in 
union  plants.  Haas  has  never  experienced  a strike,  walkout 
or  any  grave  labor  problem. 

A steady  work  force  is  maintained  throughout  the 
year.  Layoffs  are  not  too  prevalent  since  it  is  the  manage- 
ment’s policy  to  initially  transfer  surplus  workers  to  plant 
maintenance  jobs.  Management  attempts  to  keep  the  workload 
balanced.  If  a major  contract  should  be  canceled,  other 
lines  are  developed. 

The  departments  of  quality  control,  design,  sales, 
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market  research,  production,  personnel  and  accounting  are 
all  responsible  to  the  board  of  directors.  In  this  way, 
company  officials  are  always  conscious  of  the  job  they  have 
to  perform.  Price  policies  are  set  according  to  the  current 
market  and  competitive  forces. 

Hardware  Mutuals 

The  Hardware  Mutuals  Insurance  Company  operates  all 
over  the  United  States.  The  branch  office  in  Milwaukee 
employs  120  workers,  most  of  whom  are  engaged  in  selling. 

To  achieve  organizational  effectiveness,  various 
smaller  departments  report  to  the  general  manager.  The  gen- 
eral manager,  in  turn,  reports  all  results  to  the  employees. 
In  the  selection  of  a new  employee,  the  applicant  is  inter- 
viewed and  given  a rigid  mental  test.  Successful  appli- 
cants, after  hiring,  are  trained.  Promotion  is  based  upon 
performance,  attitude  and  social  sensitivity.  Men  are  some- 
times hired  from  the  outside  if  they  possess  the  requisite 
experience. 

Members  of  management  meet  informally  each  month. 
They  review  the  organizational  plan.  Profiles  of  selected 
employees  are  analyzed.  The  number  of  employees  is  deter- 
mined by  the  requirements  of  the  business.  The  requirements 
of  Hardware  Mutuals  in  the  past  10  years  have  climbed  so 
steadily  that  there  is  a shortage  of  qualified  applicants  at 
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the  present  time.  The  branch  manager,  or  unit  manager,  has 
the  authority  either  to  expand  or  decrease  the  number  of  em- 
ployees. The  manager  reviews  the  budget  annually  to  elimi- 
nate nonessential  work,  which  might  interfere  with  perform- 
ance of  assigned  duties.  Company  policies  are  firmly  estab- 
lished and  changes  are  rare.  Any  employee  can  submit  sug- 
gestions, and  if  they  are  approved  by  the  officers,  a change 
in  policy  could  result.  Manuals  are  published  by  the  com- 
pany to  make  the  policies  known  to  employees. 

Expenditures  play  a large  part  in  the  control  pro- 
cess. There  is  a continuous  audit  by  the  immediate  superior 
to  review  and  check  expenditures.  Expenses  to  operate  are 
determined  by  previous  experiences  with  similar  conditions. 
Dues,  memberships,  donations  and  similar  items  are  left  ini- 
tially to  the  manager’s  discretion  before  budgetary  approv- 
al. There  is  very  little  maintenance  in  this  type  of  busi- 
ness except  within  the  office  building. 

External  relations  are  handled  by  a public  relations 
board,  and  authority  is  delegated  through  the  district  and 
branch  managers.  A technical  manager  takes  care  of  the 
governmental  and  industrial  relationships.  All  units  have 
their  performances  charted,  and  such  charts  form  a basis  for 
comparison  of  objective  and  efficiency  attainments. 
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Harley-Davidson  Motor  Company 

The  Harley-Davidson  Motor  Company  is  the  nation's 
largest  producer  of  motorcycles  and  accessories.  This  pre- 
sents management  with  a somewhat  unique  problem  in  manageri- 
al control.  The  company  began  as  a family  enterprise  in 
Milwaukee,  Wisconsin  over  50  years  ago,  and  its  personal 
tradition  is  characterized  in  its  methods  of  dealing  with 
its  problems. 

Harley-Davidson  utilizes  the  committee  system  of 

control. 

Problems  are  discussed  by  top-management.  The  man- 
agement committee  is  composed  of  the  president,  the  secre- 
tary, the  treasurer,  the  head  of  sales,  the  advertising  di- 
rector, the  purchasing  agent,  the  personnel  manager,  the 
traffic  manager,  the  safety  engineer  and  the  head  of  the  en- 
gineering department.  A weekly  committee  meeting  is  held  to 
discuss  suggestions  and  to  receive  periodic  departmental  re- 
ports. Joint  meetings  to  execute  the  committee  recommenda- 
tions are  arranged  by  the  various  departments  affected  by 
the  suggestions.  The  matters  of  preceding  meetings  are  the 
agenda  for  subsequent  meetings  and  are  published  and  distrib- 
uted to  committee  members  and  other  executives  for  future 
reference  and  adequate  preparation  for  the  following  meet- 
ing. The  management  feels  that  the  printed  matter  is  an 
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invaluable  aid  in  eliminating  from  future  discussion  possi- 
ble alternatives  which  have  been  sufficiently  investigated 
and  discarded  in  the  past. 

Initially,  the  committee  meetings  formulate  long- 
range  and  yearly  production  plans  involving  capital  expendi- 
tures, model  changes,  service  department  policy  changes  and 
price  changes,  competitors1  policies  and  labor  dislocations. 
The  committee ’s  action  is  final  on  all  matters  that  can  be 
executed  through  existing  channels  and  which  do  not  require 
additional  funds  which  would  need  board  approval.  If  pres- 
ent company  policy  is  to  undergo  change,  board  approval  is 
required.  Harley-Davidson  feels  that  the  mutual  discussion 
of  problems  each  week  keeps  the  various  department  heads 
well  informed  on  the  firm’s  over-all  progress  and  this  tends 
to  prevent  departmental  loyalty  from  transcending  company 
policy.  The  board  of  directors  acts  upon  committee  recom- 
mendations related  to  long-range  planning,  radical  motor 
changes  and  proposed  expenditures  for  capital  goods,  changes, 
sales  pricing  and  labor  policy.  Board  action  is  recorded 
and  then  published  and  copies  are  sent  to  all  members  of  the 
committee  and  all  department  heads.  Charitable  contribu- 
tions are  initially  approved  by  the  board  and  subsequently 
by  the  president,  without  further  board  action,  for  a period 
of  one  year. 

The  appropriation  department  heads  are  responsible 
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for  the  execution  of  the  recommendations  which  are  referred 
specifically  to  their  department.  The  one-year  production 
plan  that  the  committee  establishes  is  currently  3 years 
ahead  of  the  actual  production  line.  There  is  no  periodic 
review  of  these  plans,  but  changes  would  be  made  if  market 
conditions  warranted  them.  Management  emphasizes  that  the 
method  of  execution  of  such  recommendations  is  the  responsi- 
bility of  the  individual  department  head,  although  he  is 
free  to  delegate  the  execution  to  subordinates;  but  the  de- 
partment head  is  still  responsible  to  the  committee.  This 
flexibility  utilizes  the  initiative  and  special  skill  within 
the  department  and  it  cuts  routine  paper  work,  since  these 
orders  are  written  to  subordinates  only  if  deemed  necessary. 
There  is  no  standard  method  of  reporting  or  follow-up  used 
by  department  heads.  Each  department  head  is  responsible 
for  the  control  and  use  of  his  budgeted  appropriations,  use 
of  professional  services,  expenses  and  similar  items.  Mis- 
cellaneous functions  are  intra-departmentalized  and  they  can 
be  kept  at  a minimum.  Chiefly  because  the  number  of  employ- 
ees is  relatively  small  and  the  types  of  products  compara- 
tively few,  there  are  many  areas  where  2 or  more  departments 
must  necessarily  co-ordinate  their  activities;  this  may  ne- 
cessitate a joint  program,  which  is  submitted  to  the  commit- 
tee for  approval.  Examples  include  committee  review  of  the 
budget,  and  an  estimate  for  operating  expenses  presented 
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jointly  by  the  purchasing  and  production  departments.  Pro- 
duction and  personnel  are  in  constant  communication  in  plan- 
ning the  size  of  the  work  force  required  to  meet  the  esti- 
mate of  the  sales  department.  Purchase  contracts  must  be 
approved  by  the  committee  because  the  special  requirements 
of  model  changes  are  linked  rather  closely  with  potential 
suppliers  of  parts. 

In  1952,  the  president,  on  the  advice  of  the  commit- 
tee, conducted  a vigorous  campaign  to  bring  about  changes  in 
the  government’s  traffic  laws  which  would  have  barred 
foreign  competition  from  the  United  States  market  unless  the 
products  of  United  States  manufacturers  were  allowed  into 
other  countries  on  similar  terms.  The  publicity  for  this, 
as  well  as  other  public  relations  programs,  was  prepared  by 
the  sales  department.  Special  legal  fees  required  board  ap- 
proval, which  was  easily  obtained,  since  export  trade  had 
fallen  off  32  per  cent  due  to  advance  foreign  restrictions. 
The  president  approves  company  memberships  and  dues  in  vari- 
ous manufacturing  associations,  but  professional  memberships 
are  maintained  at  the  executive’s  own  expense.  Harley- 
Davidson  has  the  policy  of  promoting  men  from  within  the  or- 
ganization whenever  possible.  These  men  are  given  various 
junior  executive  positions,  which  involve  organizational 
transfers  by  the  departments.  The  company,  however,  does 
not  believe  too  much  shifting  between  departments  would  be 
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desirable,  since  the  man  may  feel  that  x*hat  he  is  doing  is 
not  too  important  and  he  can  always  be  shifted  to  another 
department  to  make  a fresh  start.  When  finally  placed,  a 
man  has  knowledge  of  several  positions  which  would  make  him 
more  valuable  in  making  decisions  on  the  executive  level. 

A job  evaluation  and  selection  program  has  been  es- 
tablished for  the  clerical  staff.  Promotions  are  made  at 
the  executive  level  on  the  basis  of  a personnel  subjective 
evaluation  by  the  man’s  superior.  Candidates  are  selected 
for  their  all-round  ability,  company  training  and  rating. 
Production  workers  are  trained  on  the  job,  and  the  foreman 
recommends  them  for  more  skilled  jobs.  Labor  relations  are 
conducted  by  the  production  vice-president,  and  the  person- 
nel department  interprets  the  contract  in  grievance  situa- 
tions. The  contracts  prevent  intra-job  differentials  from 
being  paid  the  more  productive  worker.  Harley-Davldson  con- 
trol methods  are  not  standardized.  For  example,  the  company 
does  not  uniformly  use  written  instructions,  but  this  is 
left  to  the  discretion  of  the  officers.  Ordinarily,  this  is 
a source  of  confusion  and  leads  to  variation  in  enforcement 
and  execution.  The  job  evaluation  plan,  which  is  used  for 
clerical  workers,  is  not  utilized  for  executive  or  produc- 
tion workers.  The  committee  system  is  characteristic  of 
this  company  and  is,  by  far,  the  most  controversial  method 
which  Harley-Davidson  utilizes. 
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Since  strong  dynamic  personalities  often  clash,  ex- 
ecutive clashes  may  waste  time,  destroy  morale  and  harmony, 
especially  since  the  committee  has  many  members.  The  presi- 
dent feels,  however,  that  the  prepared  agenda  keeps  the  dis- 
cussion limited  to  the  issue  at  hand  and  that  the  members 
learn  something  from  every  meeting. 

Harley-Davidson  does  not  use  some  highly  recommended 
management  techniques.  For  example,  department  heads  are 
responsible  for  their  subordinates;  yet,  they  are  sometimes 
too  free  in  the  delegation  for  execution  of  the  assigned 
task.  Although  this  results  in  the  utilization  of  varying 
abilities,  it  provides  flexibility  similarly  provided  by 
board  action  upon  the  suggestions  of  the  committee.  The 
purchasing  department  functions  separately  from  the  recei- 
ving and  inspection  departments.  Promotion  from  within  is 
usually  recommended  as  a morale-booster.  The  active  part 
played  by  the  board  of  directors  can  be  explained  by  exami- 
nation of  its  members,  all  of  whom  are,  or  were,  associated 
with  the  company  and  therefore  have  the  long-run  interest  of 
Harley-Davidson  and  the  Milwaukee  area  in  mind  when  they 
formulate  company  policy. 

Harnischfeger  Corporation 

The  Harnischfeger  Corporation  of  Milwaukee , Wiscon- 
sin, produces  cranes,  hoists,  welders  and  excavators.  The 
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company  furnishes  services  in  the  area  of  engineering,  sales, 
manufacturing  and  finance. 

Hie  basic  structure  of  the  organization  is  deter- 
mined primarily  by  line  authority,  although  staff  functions 
are  used  when  necessary.  The  firm’s  over-all  objective  is 
to  increase  its  income  by  having  smooth  operation  through- 
out the  business,  aided  by  functional  line  chart  and  group 
control.  This  type  of  organisational  planning  has  been 
adopted  in  the  past,  and  the  responsibility  falls  upon  the 
executive  committee.  Procedure  is  so  planned  that  the 
firm’s  methods  are  up  to  date  and  easy  to  utilize. 
Hamischfeger  makes  a forecast  based  upon  a 15-year  plan; 
then  this  plsn  is  revised  at  5 years  and  again  at  one  year. 

As  in  most  successful  plans,  all  action  is  subject  to  peri- 
odic review  by  the  executive  committee.  The  review  is  done 
annually  upon  the  Initiative  of  the  committee.  In  some 
years,  the  review  is  unnecessary  and  in  other  years,  econom- 
ic circumstances  dictate  a review.  In  the  achievement  of 
organizational  effectiveness,  many  problems  have  to  be  met. 

Hamischfeger  limits  the  number  of  individuals  re- 
porting to  a single  executive  to  from  5 to  15  people. 

To  prevent  the  danger  of  too-finely  divided  func- 
tions, a continual  review  is  in  operation. 

In  achieving  organizational  effectiveness,  broad 
training  is  given  the  employees  to  develop  company  rather 
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than  departmental  allegiance. 

A staff  function  review  of  line  authority  prevents 
an  accumulation  of  miscellaneous  and  unrelated  activities 
under  a single  executive.  Control,  review  and  check  of  all 
organizational  planning  are  evidences  of  sound  control. 

Harnischfeger^  policies  are  under  the  control  of 
the  board  of  directors.  These  policies  are  made  known  to 
the  executive  and  subordinate  personnel  through  executive 
order  memorandum,  A check  is  provided  by  parties  in  author- 
ity as  to  compliance  with  and  interpretation  of  company  pol- 
icies. Department  or  division  heads  are  expected  to  recom- 
mend changes  in  policy. 

Reviews  and  checks  of  expenditures  are  exercised  by 
the  executive  committee  if  a certain  amount  of  the  budgeted 
figure  is  exhausted.  In  order  to  control  the  manner  in 
which  a budgeted  amount  is  expended,  monthly  expenditures 
reports  are  distributed  to  departmental  heads.  Comparison 
with  budgeted  figures  is  studied,  A list  of  operating  ex- 
penditures and  the  parties  responsible  for  checking  them  is 
as  follows: 

1.  Materials  and  supplies  Monthly  review  of 

actual  expenses  and 
monthly  appropria- 
tions 

2.  Traveling  expenses  District  managers  are 

responsible 
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Checked  by  major  exec- 
utives 

Checked  oy  major  exec- 
utives 

The  responsibility  has 
been  placed  upon  a 
specific  group  or  in- 
dividual and  it  is 
rather  difficult  to 
shift  the  responsi- 
bility under  this 
condition 

The  quality  or  competence  of  hourly  employees  is 
maintained  through  selection,  training,  rating,  transfer, 
promotion  and  dismissal.  A control  technique  is  evident 
here.  Selection  of  an  individual  is  iaaue  by  pattern,  inter- 
views and  aptitude  tests.  Training  of  an  individual  is  pro- 
vided through  formal  plant  training  programs.  The  device  may 
be  through  school  or  an  apprenticeship.  Ratings  of  employ- 
ees are  based  upon  periodic  evaluation  by  their  superiors 
and  also  by  comparison  with  other  workers.  Transfers  are 
permitted  on  the  basis  of  an  individual’s  aptitude  tests  and 
ratings.  Promotions  and  dismissals  are  concluded  by  the 
rating  of  a person  along  with  his  aptituae  test.  The  above 
control  is  maintained  for  all  personnel.  The  senior  execu- 
tive endeavors  to  reconcile  personnel  differences  when  seri- 
ous personnel  or  organizational  problems  arise  among  execu- 
tives ana  others  in  key  positions. 

A control  of  wages  and  salaries  is  set  by  an  evalua- 
tion of  jobs  and  the  comparison  to  other  industries  in  the 


3.  Dues  and  memberships 

4*  Donations  and  suo- 
scriptions 

5.  Payroll 
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area.  Although  there  are  raises  in  pay  and  salary,  they 
come  only  upon  the  recommendation  and  approval  of  the  de- 
partment heads.  There  is  no  control  over  the  size  of  the 
work  force.  The  senior  executive  is  responsible  for  a peri- 
odic review  aimed  at  eliminating  nonessential  work  and  main- 
tenance of  the  work  force  at  an  economic  minimum.  Products 
of  the  corporation  are  determined  and  changed  by  the  execu- 
tive committee.  The  3 main  divisions  of  the  corporation  are 
sales,  manufacturing  and  engineering.  There  is  a careful 
study  of  the  line  of  products,  subject  to  an  annual  review 
by  the  committee,  who  use  norms  or  standards  which  indicate 
the  possible  need  for  eliminating  items.  The  standard  of 
quality  is  determined  by  the  customer’s  requirement.  Orders 
are  filled  according  to  specifications.  The  sales  depart- 
ment is  responsible  for  guarantees,  servicing,  styling  and 
packaging. 

The  responsibility  for  keeping  facilities  adequately 
up  to  date  or  for  the  abandonment,  dismantling  and  disposal 
of  facilities  is  considered  through  planned  engineering, 
subject  to  executive  approval. 

The  control  of  prices  and  discounts  exists  with  the 
senior  executive.  The  procedure  for  changing  prices  and 
discounts  is  as  follows: 

1.  Listing  executive  committee  decision:  price 

changes  are  voted  on  by  the  board  of  directors.  Decision  is 
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made  after  careful  study  of  competitors’  prices  and  ex- 
penses. 

2,  Reprinting  of  sales  books:  this  is  the  best  way 

to  let  buyers  know  of  new  change  in  price. 

3.  Notifying  prospective  buyers:  this  can  be  done 

by  sending  a new  3ales  book  along  with  a personal  letter. 

The  sales  department  has  the  responsibility  for  en- 
tering new  market  areas  or  withdrawing  from  existing  areas 
and  deciding  the  location  and  extent  of  warehouses  and  other 
market  xacilities.  This  department  also  determines  the 
channels  and  methods  of  distribution. 

The  rieil  Company 

The  president  of  the  Heil  Company  determines  the 
nature  of  the  firm’s  basic  organization  with  the  assistance 
of  outside  professional  facilities.  Individuals  reporting 
directly  to  the  president  have  been  delegated  to  head  each 
of  the  major  divisions  of  the  company  which  are:  financial, 

accounting,  sales,  manufacturing  and  industrial  relations, 
production  and  research  engineering  and  legal.  These  divi- 
sion heads  comprise  a management  committee  which  meets  week- 
ly with  the  president  and  jointly  makes  decisions  on  company 
policy,  major  contracts  and  everyday  transactions.  All  or- 
ganizational changes  are  presented  to  the  president  and  the 
management  committee  for  review  and  approval.  An  attempt 


has  been  made  to  reduce  the  number  of  individuals  reporting 
to  a single  executive. 

/ 

Intra-divisional  meetings  of  the  various  levels  of 
personnel  are  held  frequently.  The  duties  and  responsibili- 
ties of  an  executive  have  been  adjusted  to  the  capacity  and 
experiences  of  these  men  which  qualified  them  for  a position 
in  the  organization.  Adjustments  in  duties  and  responsibil- 
ities have  to  be  made  occasionally  in  order  to  offset  cer- 
tain limitations  these  individuals  might  possess.  It  is  de- 
sirable over  a period  of  years,  however,  to  develop  a situ- 
ation in  which  advances  can  be  made  from  within  the  company. 
The  company’s  policy  determinations  are  stimulated  by  requi- 
sitions from  all  levels  within  the  organization.  Such  req- 
uisitions are  presented  to  the  procedure  co-ordinator  and 
the  internal  auditor  of  the  financial  and  accounting  divi- 

I 

sions.  Policy  ana  procedure  changes  are  made  known  to  the 
members  of  the  organization  by  means  of  general  bulletins 
distributed  to  all  interested  personnel.  Capital  expendi- 
tures are  based  upon  requirements  and  are  forecast  and  ap- 
proved for  one  year  in  advance.  The  company’s  long-term 
capital  forecast  is  formed  each  year  for  the  following  12 
months.  Expenditures  less  than  $500  may  be  approved  by  the 
foremen.  Expenditures  in  excess  of  $500  must  be  presented 
as  an  appropriations  request  for  the  approvals  of  the  de- 
partment head  of  the  financial  and  accounting  division  and 
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the  assistant  to  the  president.  Control  over  the  amount  of 
the  annual  budget  appropriation  is  exercised  through  a re- 
view and  issuance  of  monthly  reports  which  compare  actual 
expenditures  and  authorizations  with  the  budget  amount. 

Materials  and  supplies  are  purchased  for  production 
schedule  requisitions  which  have  been  placed  by  the  person- 
nel of  production  control  in  accordance  with  the  scheduled 
and  predetermined  inventory  requirements.  Monthly  reports 
are  issued,  which  compare  the  actual  expenditures  and  orders 
issued  with  the  requirements  of  the  schedule. 

Traveling  expenses,  dues,  memberships  and  subcrip- 
tions  are  approved  by  division  heads  and  they  are  subject  to 
the  budget’s  limit.  Donations  are  approved  by  the  head  of 
the  legal  department  and  the  president  of  the  company.  Sal- 
ary and  payroll  are  controlled  by  the  requirements  of  the 
manufacturing  schedule,  research,  tool  development  and  other 
special  programs.  These  items  are  budgeted  to  the  level  of 
activity  of  the  sales  and  administrative  divisions.  The  an- 
nual manufacturing  schedules  and  profit-and-loss  forecast 
are  elements  of  the  control  process. 

Authority  within  the  company  is  delegated  to  the  de- 
partmental superintendents,  office  managers  and  others,  in 
cases  of  decision  connected  with  the  normal  operations. 
Extraordinary  matters  are  brought  to  the  attention  of  the 
division  head  who  participates  in  these  decisions  and  if  the 
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matter  is  of  grave  consequence,  it  is  called  to  the  atten- 
tion of  the  management  committee  and  the  president. 

Outside  professional  services  are  not  engaged  unless 
approved  by  the  management  committee.  All  of  the  major  con- 
tracts are  reviewed  by  the  legal  and  financial  divisions  and 
final  approval  rests  with  the  management  committee  and  the 
president. 

The  quality  of  hourly  employees  is  maintained 
through  selection  by  several  personal  interviews,  job  train- 
ing and  job  evaluation  and  rating.  Transfers,  promotions 
and  dismissals  are  initiated  by  the  immediate  supervisor  or 
divisional  head. 

With  respect  to  executives  and  others  in  key  posi- 
tions who,  because  of  personalities,  superannuation  and 
other  causes,  raise  serious  personnel  or  organizational 
problems,  the  Heil  solution  has  been  to  retire  the  individ- 
ual if  he  is  near  the  retirement  age.  If  this  does  not 
apply,  he  is  transferred  to  a position  of  greater  satisfac- 
tion. In  extreme  cases,  the  employee’s  service  is  termi- 
nated. Salaries  are  reviewed  and  a job  classification  has 
been  established,  which  determines  salary  or  hourly  wage 
rates.  Authority  for  individual  raises  and  salary  advances 
rests  with  a salary  review  committee  composed  of  the  direc- 
tor of  industrial  relations,  a member  of  the  financial  divi- 
sion and  the  general  attorney. 
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The  degree  of  centralized  responsibility  and  author- 
ity within  the  company  in  regard  to  collective  bargaining 
rests  with  the  bargaining  committee.  Superintendents  are 
responsible  to  this  committee  and  the  committee,  in  turn,  is 
responsible  to  the  arbitrator.  Pensions,  insurance  plans 
and  other  employee  benefits  are  administered  by  the  person- 
nel division. 

The  company* s main  working  force  is  determined  by 
the  requirements  of  its  manufacturing  schedule,  engineering 
and  research  development  program  and  other  special  projects 
and  objectives.  The  force  is  adjusted  to  changing  rates  of 
operation  through  predetermined  schedule  and  review  by  the 
factory  budget  administrator.  Major  changes  are  reviewed  by 
the  management  committee  in  connection  with  the  review  of 
advanced  schedules  and  company  plans.  There  is  a constant 
review  to  eliminate  nonessential  work  and  to  maintain  work 
at  a minimum.  Such  reviews  are  made  by  the  internal  auditor 
or  budget  director.  The  basic  product  lines  are  subject  to 
constant  reviews  and  new  models  are  added  or  deleted  from  the 
current  line  according  to  requirements  of  the  trade,  based 
on  external  factors  and  the  internal  standards  of  product 
engineering  and  industrial  engineering.  Merchandise  consid- 
erations are  the  responsibility  of  the  sales  division. 

The  plant  engineering  division  reports  to  the  head 
of  the  manufacturing  division  and  is  responsible  for  facili- 
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ties.  Major  changes  in  plant  and  equipment  are  brought  be- 
fore the  management  committee  and  the  president  for  review. 
Authority  for  price  policies  and  practices  rests  with  the 
product  sales  manager  who  checks  and  obtains  approval  from 
the  price  estimation  section  of  the  financial  division. 

Price  changes  and  discounts  are  announced  by  printed  bulle- 
tins, which  are  distributed  throughout  the  trade  by  the 
sales  division.  Authority  for  entering  new  market  areas  and 
withdrawing  from  old  areas  rests  largely  with  the  sales  di- 
vision. The  sales  division  also  confers  with  the  management 
committee,  decides  on  locations,  extent  of  warehouses,  chan- 
nels and  methods  of  distribution  and  other  marketing  facili- 
ties. 

The  rate  of  company  operations  is  based  upon  the 
company’s  requirements  for  the  months  immediately  ahead. 
Operating  schedules  are  determined  through  sales  forecast 
and  inventory  requirements.  Delivery  dates  are  determined 
by  anticipated  sales  requirements  and  planned  levels  of  in- 
ventory; these,  in  turn,  are  based  on  experiences  and  avail- 
able finances. 

Foreign  activities  are  conducted  through  an  export 
division  maintained  in  the  home  office  as  part  of  the  sales 
department.  In  general,  public  relations  are  assigned  to 
the  director  of  industrial  relations,  who  works  closely  with 
the  president  of  the  company  on  these  matters.  On  occasion, 
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the  advertising  division  has  some  public  relations  con- 
tracts, but  such  matters  are  done  in  co-ordination  with  the 
director  of  industrial  relations.  Relations  with  govern- 
mental officials  are  handled  largely  by  a section  of  the 
sales  division.  However,  all  matters  pertaining  to  finance, 
government  contracts  and  taxes  are  handled  by  the  financial 
and  accounting  divisions. 

Industrial  relations,  in  general,  are  handled  through 
the  various  product  line  sales  managers,  although,  upon  oc- 
casion, product  line  engineers  and  others  may  have  industri- 
al contracts.  Research,  engineering,  statistical,  legal  and 
similar  services  are  controlled  through  the  budget  programs. 
Although  the  company’s  budget  has  not  yet  been  made  com- 
pletely effective,  it  is  now  considered  a workable  tool  for 
the  control  of  most  of  the  company’s  activities.  The  com- 
pany has  established  a standard  for  most  of  its  direct  labor 
operations,  and  it  is  in  the  process  of  establishing  stand- 
ards for  indirect  operations  and  service  functions. 

Hllty-Forster  Lumber  Company 

The  Iiilty-Forster  Lumber  Company  is  one  of  the  larg- 
est lumber  companies  in  Milwaukee,  Wisconsin.  The  6 major 
areas  of  the  firm’s  management  are:  president,  vice-presi- 

dent, foremen,  sales  manager,  board  of  directors  and  depart- 
ment heads. 
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The  president  of  the  company  does  not  limit  his 
duties  to  smoking  large  expensive  cigars.  Primarily,  it  is 
his  duty  to  plan,  organize  and  control  the  company.  He  must 
segregate  various  activities,  group  unrelated  functions  and 
provide  inspirational  leadership  for  everyone  in  the  organi- 
zation. The  foreman  is  placed  in  charge  of  various  divi- 
sions within  the  company  according  to  presidential  discre- 
tion. The  same  is  true  of  department  heads  who  have  been 
designated  certain  authority  and  assigned  certain  responsi- 
bility. The  president  has  the  say  of  promotion,  dismissal 
and  transfer  of  employees.  Other  items  with  which  the  pres- 
ident is  concerned  include:  approval  of  expenditures,  main- 

tenance of  a strong  personnel,  designation  of  a pension 
plan,  adjustment  of  market  areas,  disposal  of  old  machines 
and  replacing  new  ones,  determination  of  inventory,  deter- 
mination of  the  budget  and  standards  and  governmental  rela- 
tions. 

The  vice-president  of  Hilty-Forster  gathers  the  ex** 
pense  record  and  attempts  to  regulate  the  monthly  budget. 
This  official  adjusts  the  pay  of  staff  officials  and  is  re- 
sponsible for  industrial  relations  and  collective  bargain- 
ing. Employee  grievances  are  registered  with  the  vice-pres- 
ident. The  president  has  delegated  certain  duties  to  the 
vice-president  which  include:  guarantees,  service,  styling 

and  packaging,  and  merchandise  techniques. 
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The  sales  manager  negotiates  outside  contracts  and 
plans  the  method  of  distribution.  He  is  responsible  to  the 
home  office  for  the  effective  supervision  of  the  duties  of 
his  staff.  The  foremen  fill  the  gaps  between  the  president, 
vice-president  and  production  worker.  These  representatives 
of  management  pass  on  company  policy  to  the  employees.  The 
employees’  grievances  often  come  to  the  attention  of  the 
president  through  his  foremen.  Production  and  rate  of  oper- 
ation are  determined  by  the  foremen. 

The  board  of  directors  is  responsible  for  new  poli- 
cies introduced  to  the  company.  Problems  on  organization 
are  discussed  at  the  regular  board  meetings,  and  it  is  the 
duty  of  all  members  of  the  board  to  give  some  attention  to 
company  standards.  The  tentative  budget  is  set  up  by  the 
board  of  directors  prior  to  each  fiscal  period. 

The  department  heads  and  managers  must  absorb  some 
of  the  responsibility  placed  on  the  managerial  officers. 

They  may,  however,  recommend  new  ideas  and  changes  in  pres- 
ent production  methods.  These  men  control  their  own  zone  of 
authority  and  regulate  the  departmental  budget.  Individual 
wage  advances  are  granted  through  department  heads,  although 
the  union  is  consulted  in  many  cases.  Collective  bargaining 
is  aided  by  the  various  department  heads.  Regulation  and 
adjustment  of  operations  are  part  of  the  job  of  the  depart- 
ment heads.  When  the  president  has  determined  the  market 
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areas,  the  department  heads  follow  his  directions.  Products 
are  somewhat  seasonal;  therefore,  the  department  heads  must 
take  this  into  consideration  when  attempting  to  regulate  the 
rate  of  production. 

Howard  Foundry  Company 

The  Howard  Foundry  Company,  although  relatively  new 
to  the  city  of  Milwaukee,  has  equaled  the  production  and 
sales  of  many  of  the  city’s  oldest  firms  in  this  line  of 
business.  The  company  employs  300  workers,  and  the  product 
is  precision  castings  for  the  aircraft  industry. 

The  organizational  structure  of  the  foundry  is 
determined  by  the  vice-president,  based  on  reports  and  ob- 
servations from  the  department  heads  and  others  of  top-man- 
agement capacity.  Decisions  made  by  the  vice-president  are 
subject  to  final  approval  by  the  president.  Organizational 
planning  is  developed  by  field  services  based  on  the  sales 
reports  and  market  possibilities  in  new  territories.  Sur- 
vey personnel  report  to  the  president.  VThenever  a plant  is 
erected,  a vice-president  is  placed  in  charge  of  operations, 
which  are  then  reviewed  by  him  at  irregular  intervals.  As 
one  example  of  future  planning,  a survey  was  made  in  the 
state  of  California  to  examine  new  market  possibilities  for 
castings.  A plant  was  planned,  and  it  is  now  in  operation. 

To  achieve  effectiveness,  jobs  are  rather  finely 
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divided  in  this  industry,  because  of  the  nature  of  the  oper- 
ation. Each  department  head  tries  to  establish  sound  de- 
partment allegiance  for  the  benefit  of  the  company,  which, 
in  turn,  will  benefit  the  employees.  Few  executives  are 
burdened  with  miscellaneous  or  unrelated  activity.  This  is 
generally  averted  by  delegating  authority  and  by  adjusting 
the  duties  and  responsibilities  of  an  executive  position  to 
the  individual.  The  duties  of  the  personnel  are  based  on 
capabilities  and  specialization.  Promotions  from  within  are 
the  general  practice.  The  plant  manager  and  general  super- 
visor are  the  only  men  reporting  directly  to  the  vice-presi- 
dent. 

Howard  Foundry  policies  are  usually  determined  by 
the  president,  aided  by  the  various  vice-presidents  and  the 
men  in  the  field.  New  policies  are  made  known  to  subordi- 
nate and  executive  personnel  through  correspondence.  These 
policies  are  carried  out,  but  there  is  no  formal  check.  A 
check  is  instituted  when  there  is  a known  inefficiency  or 
there  are  recommended  changes  from  department  heads. 

Appropriations  and  expenditures  are  reviewed  and 
checked  by  the  department  heads  and  the  engineering  depart- 
ment through  cost  tabulation  on  cost  record  cards.  These 
groups  report  to  the  vice-president,  who  delegates  new  poli- 
cies to  personnel  by  correspondence  or  word  of  mouth.  The 
budget  for  all  appropriations  and  expenditures  in  this 
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foundry  is  still  in  the  experimental  stage.  The  only  means 
of  control  of  appropriations  and  expenditures  is  through 
stock  record  cards  and  previous  expenditures  reviewed  by  the 
department  heads.  The  vice-president  is  in  charge  of  all 
operating  expenses.  Materials  and  supplies  are  checked  by 
stock  ledger  cards  and  verbal  reports. 

New  employees  of  Howard  Foundry  are  chosen  by  the 
department  heads  according  to  education,  physical  character- 
istics and  ability.  These  employees  are  trained  by  the  de- 
partment heads  and  receive  ratings  from  their  immediate  su- 
pervisors. Transfers  are  given,  upon  request,  by  the  staff 
or  executive  level.  Promotions  are  made  from  within,  accord- 
ing to  the  capabilities  and  experience  of  all  levels  of  per- 
sonnel. Dismissal  of  employees,  other  than  staff  personnel, 
is  the  responsibility  of  the  department  head.  Dismissal  of 
executive  personnel  is  the  concern  of  the  immediate  supervi- 
sor. Executive  personnel,  before  the  actual  dismissal, 
would  receive  the  guidance  of  the  vice-president.  If  no  im- 
provement were  shown,  however,  actual  dismissal  would  take 
place. 

The  union  contract  determines  the  wages  to  be  paid 
to  the  line  employees.  The  salaries  of  staff  personnel  are 
the  responsibility  of  the  vice-president.  The  union  con- 
tract contains  a clause  that  establishes  job  differentials 
based  upon  a point  system.  No  job  over  $4,000  is  subject  to 
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job  evaluation. 

Collective  bargaining  procedures  are  defined  in  the 
contract  and  are  the  responsibility  of  the  industrial  rela- 
tions board.  Grievances  are  taken  initially  to  the  foreman. 
If  no  action  is  forthcoming  at  this  step,  a written  state- 
ment of  the  grievance  is  forwarded  to  the  supervisor.  The 
supervisor  acts  upon  it  or  refers  it  to  a committee  headed 
by  the  vice-president.  If  no  decision  is  reached  by  the 
committee,  the  matter  is  subjected  to  arbitration. 

The  number  of  employees  and  staff  personnel  to  be 
U3ed  at  Howard  Foundry  is  determined  by  the  production  man- 
ager. The  actual  number  is  determined  by  the  comparison  of 
sales  reports,  operating  schedules  and  new  market  possibili- 
ties. This  force  is  kept  in  adjustment  to  changing  rates  of 
operation  by  adjustment  of  the  workload  in  accordance  with 
the  rise  or  fall  of  any  one  department.  When  there  is  a 
fluctuation  of  activity,  the  force  will  be  shifted  to  the 
most  productive  areas.  The  department  heads  and  the  vice- 
president  have  the  authority  to  increase  or  decrease  the 
work  force.  Operations  are  subject  to  review  periodically 
in  an  attempt  to  eliminate  nonessential  work. 

The  line  of  products  is  determined  by  production 
cost  and  consumers’  demand,  which  are  reviewed  by  the  sales 
manager  and  the  vice-president.  These  products  must  conform 
to  standards  set  forth  by  consumers’  preferences,  requisi- 
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tions  of  production  and  engineering  and  the  sales  require- 
ments. Any  product  below  standard  is  eliminated.  The  sale 
of  the  products,  styling  and  packaging  is  the  responsibili- 
ty of  the  sales  department.  All  the  facilities  that  are 
used  in  manufacturing  are  kept  competitive  by  the  department 
heads  and  the  engineering  department.  The  engineering  de- 
partment disposes  of  any  facilities  that  are  not  competi- 
tive. The  prices  and  discounts  of  the  products  are  deter- 
mined by  the  vice-president,  aided  by  the  advice  of  the  ac- 
counting department  and  the  sales  manager.  The  authority 
for  entering  new  markets  is  vested  in  the  sales  manager  and 
the  vice-president,  subject  to  presidential  approval.  All  3 
men  determine  the  channels  and  method  of  product  distribu- 
tion. 

To  achieve  planning  and  co-ordination,  the  rate  of 
operation  is  determined  on  a 6-raonthst  basis  according  to 
initial  capital  Investment,  demand,  cost  of  production  and 
available  business..  The  actual  rate  is  established  by  a re- 
view of  finances,  purchases,  personnel  and  3ales.  Opera- 
ting schedules  and  delivery  dates  are  determined  by  the  pro- 
duction manager. 

Public  and  governmental  relationships  are  the  re- 
sponsibility of  the  public  relations  executive,  who  reports 
directly  to  the  president. 

The  vice-president  is  responsible  for  budgetary  con- 
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trol,  profit  and  loss  and  cost  control.  Charts  and  reports 
compiled  from  cost  data  are  forwarded  to  the  department 
heads. 

Ingersol  Milling  Machine  Company 

The  Ingersol  Milling  Machine  Company  of  Rockford, 
Illinois  employs  500  workers.  The  plan  for  achieving  organ- 
izational control  is  subject  to  the  review  of  the  president 
of  the  company  and  each  department  head  whenever  a change  in 
organization  appears  necessary. 

To  achieve  organizational  effectiveness,  Ingersol 
has  met  certain  problems  by  periodic  assemblies  of  the  en- 
tire company  and  has  developed  company  rather  than  depart- 
mental allegiance.  To  prevent  an  accumulation  of  miscel- 
laneous and  unrelated  activities  under  a single  executive, 
definite  work  schedules  have  been  compiled.  By  placing  indi- 
viduals on  the  job  for  which  they  are  be3t  suited,  the  com- 
pany has  adjusted  the  duties  and  responsibilities  of  an  ex- 
ecutive position  to  the  individual.  When ever  possible,  pro- 
motion comes  from  within  the  company.  The  company  has  not 
entirely  solved  the  problem  of  limiting  the  number  of  indi- 
viduals reporting  to  a single  executive,  nor  have  they  com- 
pletely precluded  the  danger  of  too-finely  divided  functions. 

The  board  of  directors  and  the  president  determine 
the  policies.  Such  policies  are  made  known  to  the  executive 
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by  letter  or  by  notices,  to  subordinate  personnel  by  notices 
posted  on  bulletin  boards.  Each  Individual  is  expected  to 
comply  with  changes  in  policy  as  soon  as  such  changes  are 
made  known. 

Department  heads  are  encouraged  to  make  suggestions 
for  policy  changes  whenever  feasible.  Appropriations  and 
expenditures  are  handled  by  various  groups.  Capital  expend- 
itures and  expenditures  involving  negotiation  of  outside 
contracts  are  reviewed  and  checked  by  the  board  of  direc- 
tors. The  assistant  treasurer  and  the  controller  provide 
the  control  over  the  manner  in  which  the  amount  of  the  an- 
nual budget  appropriations  for  capital  expenditures  is  uti- 
lized. 

Maintenance  expenditures  are  subject  to  review  and 
check.  All  requisitions  for  expenditures  are  sent  to  the 
purchasing  department.  These  requisitions  are  later  acted 
upon  by  the  accounting  department. 

Review  and  check  over  the  various  operating  expendi- 
tures are  handled  as  follows:  materials  and  supplies— 

requisitions  and  job  order  cards;  traveling  expenses  and 
dues  and  memberships— receipts;  and  payroll— time  cards. 

The  board  of  directors  takes  care  of  donations.  The  head  of 
the  department  in  which  the  expense  is  contracted  is  given 
authority  over  such  expenditures,  since  he  is  responsible 
for  all  expenses  in  his  department.  Careful  approval  is  in 
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itself  a control. 

In  order  to  maintain  the  quality  of  hourly  employ- 
ees, selection  is  based  on  ability  to  perform  a job,  company 
training  supplied,  beneficial  transfers  are  allowed,  quali- 
fied personnel  are  promoted  and  dismissal  action  may  be  op- 
erative. 

The  quality  of  the  staff  and  executive  personnel  is 
maintained  in  much  the  same  way.  Employees  seeking  execu- 
tive positions  are  chosen  on  the  basis  of  education,  experi- 
ence and  ability.  A training  program  is  required  of  all  ex- 
ecutive personnel.  The  general  wage  level  of  productive  and 
clerical  workers  is  determined  by  union  contract.  In  estab- 
lishing occupational  differentials,  jobs  are  carefully  ana- 
lyzed and  responsibility  clearly  defined.  The  foremen  and 
department  heads  have  the  requisite  authority  for  individual 
wage  and  salary  advances. 

Ingersol  has  an  industrial  relations  department  to 
handle  all  grievances  and  collective  bargaining  procedures. 
The  department  is  assisted  by  both  the  president  and  the 
vice-president  in  all  negotiations.  The  authority  for  ad- 
ministering pension,  insurance  and  other  employee-benefit 
plans  is  held  by  the  president  and  the  board  of  directors. 
The  basic  work  force  is  determined  by  production  needs.  If 
the  rate  of  operation  varies,  the  superintendents  and  de- 
partment heads  are  responsible  for  adjusting  the  work  force 


234 


to  the  rate.  The  line  of  products  is  determined  and  changed 
by  both  demand  and  research.  The  standard  of  quality  of 
products  is  determined  by  the  board  of  directors.  The  vice- 
president  in  charge  of  research  and  quality  control  is  re- 
sponsible for  such  merchandise  considerations  as  guarantees, 
service  styling  and  packaging.  This  official  is  also  re- 
sponsible for  keeping  facilities  adequately  up  to  date  and 
competitive.  The  production  manager  assists  him  in  this 
matter.  However,  the  responsibility  for  abandonment,  dis- 
mantling and  disposal  of  facilities  lies  solely  with  the 
production  manager.  The  director  of  purchasing  takes  care 
of  the  specifications  and  selection  of  new  equipment. 

The  board  of  directors  and  the  president  have  au- 
thority to  determine  price  policies  and  practices,  and  the 
sales  manager  examines  the  location  of  market  areas  and  se- 
lects market  channels  and  methods  of  distribution. 

The  rate  of  operation  is  determined  by  production 
requirements,  and  long-range  planning  ranges  from  5 to  10 
years,  depending  upon  the  type  of  order.  Finance,  procure- 
ment, production,  personnel  and  sales  programs  are  inte- 
grated both  as  to  time  and  to  rate.  Needs  of  buyers  and 
current  production  determine  the  operating  schedules,  and 
delivery  dates,  while  current  production  and  future  need  de- 
termine the  size  and  distribution  of  inventories. 

Public  relations  are  handled  by  the  advertising  and 
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merchandising  managers.  Governmental  relations,  however, 
are  handled  by  the  president.  The  production  manager  han- 
dles all  industrial  relations.  Systematized  work  charts  are 
used  to  counteract  demands  for  services  of  such  departments 
as  research,  engineering,  statistical  and  legal.  Similarly, 
work  charts  are  used  to  relieve  executives  of  unnecessary 
and  time-consuming  administrative  detail. 

Inland  Steel  Company 

The  basic  structure  of  Inland  Steel  Company  is  set 
up  according  to  the  over-all  size  and  then  divided  into 
manageable  units.  Similar  duties  are  grouped  together  for 
specialized  training.  Adjustments  in  the  structure  are  made 
to  fit  the  abilities  of  the  department  heads  and  managers  so 
that  each  man  can  be  utilized  to  the  best  advantage. 

Organizational  planning  is  a special  department 
under  the  vice-president  in  charge  of  future  planning,  to- 
gether with  specific  department  heads.  He  has  worked  out  a 
plan  to  fit  expanding  operations.  This  plan  is  subject  to 
constant  review  and  the  suggestions  often  come  from  the  low- 
er managerial  level  rather  than  being  formulated  by  division 
managers. 

Organizational  effectiveness  is  achieved  by  grouping 
similar  activities  so  that  fewer  executives  report  to  one 
superior.  This  grouping  also  avoids  the  danger  of  too- 
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finely  divided  functions.  A constant  analysis  of  work  is 
made  to  eliminate  miscellaneous  and  unrelated  activities. 
Select  control  is  maintained  over  the  caliber  of  executives 
and  managerial  personnel  by  the  department  of  human  rela- 
tions. A constant  search  is  made,  both  inside  and  outside 
the  company,  for  appropriate  people.  Young  men  are  brought 
into  the  company  through  this  department,  are  guided  and 
switched  from  one  department  to  another  as  part  of  the 
training  program.  Allegiance  is  developed  to  the  whole  com- 
pany rather  than  just  to  one  department  of  it. 

Policy  determination  is  encouraged  to  originate  from 
the  lowest  executive  position  according  to  the  capabilities 
of  those  involved.  This  seems  to  be  a unique  feature  of 
Inland  Steel.  Department  heads  and  division  managers  are 
expected  to  recommend  changes  in  policy,  which  are  then 
checked  with  the  internal  audit  division,  the  procedure 
division  and  the  human  relations  department. 

Capital  and  maintenance  expenditures  are  subject  to 
monthly  review,  and  authority  is  delegated  to  the  different 
levels  of  management  on  the  basis  of  the  cost  of  capital  ex- 
penditures. 

Operating  expenditures  are  approved  in  most  cases  by 
the  department  heads.  In  some  cases,  such  as  memberships 
and  donations,  the  president’s  approval  is  required.  The 
purchasing  department  is  in  charge  of  expenditures  for  mate- 
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rials  and  supplies,  but  it  is  limited  by  other  departments 
as  to  the  quantities  which  can  be  maintained.  Each  depart- 
ment has  an  annual  budgeted  appropriation  which  is  control- 
led through  an  outline  made  at  the  beginning  of  the  year  by 
each  department  head  and  which  must,  thereafter,  be  closely 
followed. 

There  is  no  budget  set  up  for  professional  services, 
but  a limit  exists  on  what  can  be  3pent  for  each  service  per 
year.  Control  is  exercised  by  department  heads  under  the 
general  supervision  of  the  president.  The  expenditures  in- 
volved in  outside  contracts  are  checked  by  the  purchasing 
department  which,  in  turn,  delegates  authority  to  the  vari- 
ous zones  of  management. 

The  industrial  relations  department  handles  the  se- 
lection, training  and  dismissal  of  hourly  employees.  Trans- 
fers and  promotions  are  recommended  by  supervisors  and  then 
they  are  made  official  by  this  department.  Control  is  main- 
tained through  the  analysis  and  rating  of  each  job  and  su- 
pervisors are  appointed  to  rate  each  employee  accordingly. 

Staff  and  executive  personnel  selection  is  done  by 
the  human  relations  department.  A job  classification  rating 
has  been  set  up  and  a semiannual  review  of  employees  is  con- 
ducted. When  such  personnel  in  top  positions  do  not  meet 
the  stated  requirements  or  raise  serious  organizational 
problems,  this  department  tries  to  arrange  a transfer  within 


233 


the  company  before  considering  dismissal.  If  the  latter  is 
necessary,  a special  amount  is  paid  to  the  individual  ac- 
cording to  time  3pent  with  the  organization.  Every  effort 
is  made  to  best  utilize  executive  personnel,  both  from  the 
standpoint  of  benefit  to  the  company  and  benefit  to  the  in- 
dividual. 

The  wage  level  of  production  workers  is  set  by  the 
union’s  bargaining  and  that  of  clerical  workers  by  the  gen- 
eral level  of  the  particular  location.  Each  occupation  is 
analyzed  and  the  final  salary  is  set  by  the  goal  needed  for 
a particular  job.  Individual  wage  increases  are  granted  by 
department  heads  and  merit  increases  are  reviewed  semiannu- 
ally. Supervisors  and  staff  employees’  wages  follow  a gen- 
eral level  with  a certain  rather  elastic  range  upward  for 
special  ability.  However,  above  the  salary  level  of  $7,000, 
there  is  no  definite  job  evaluation  plan. 

Authority  in  collective  bargaining  rests  solely  with 
the  industrial  relations  department.  Grievances  are  handled 
first  by  the  immediate  supervisor,  then  the  personnel  divi- 
sion, and  later  by  the  grievance  committee. 

Employee-benefit  plans,  such  as  pensions  and  insur- 
ance, are  administered  by  the  human  relations  department 
under  the  direction  of  the  president. 

The  basic  manpower  force  is  determined  by  the  de- 
partment heads  on  the  basis  of  the  work  to  be  done.  They 
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maintain  a constant  review  to  keep  the  force  at  an  economic 
minimum}  and  they  possess  the  authority  to  increase  or  de- 
crease it. 

The  line  of  products  is  determined  and  changed  as 
the  result  of  consumers1  research  by  the  sales  department. 
Sales  then  consults  with  manufacturing  and  a joint  recommen- 
dation is  made  to  the  president,  who  make  the  final  decision. 
Elimination  of  items  is  planned  on  the  basis  of  fixed  re- 
turns. Price  policies,  market  areas  and  channels  and  meth- 
ods of  distribution  are  authorized  by  the  vice-president  of 
sale 3. 

The  rate  of  operation  is  based  on  the  sales  depart- 
ments estimate  of  the  need  and  is  subsequently  approved  by 
the  president.  Plans  are  set  up  by  the  year,  quarter,  month 
and  week  covering  the  integration  of  all  departments.  Oper- 
ating schedules  and  delivery  dates  are  established  through 
consultation  between  the  sales  and  operating  departments. 
Inventories  are  handled  in  a similar  manner  except  that  the 
treasurer  is  also  consulted.  Facilities  are  maintained  by 
the  maintenance  division  of  the  operating  department.  Se- 
lection of  equipment,  as  well  as  the  disposal  of  it,  falls 
under  the  jurisdiction  of  the  engineering  division  of  the 
same  department. 

Public  relations  are  assigned  to  the  vice-president 
of  human  relations;  governmental  relations  to  the  controller 
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and  the  secretary,  and  industrial  relationships  to  the  vice- 
president  of  manufacturing  and  sales.  Services  required  by 
various  departments  are  controlled  through  department  bud- 
gets. Demands  on  executives1  time  are  alleviated  by  the 
practice  of  setting  responsibility  at  the  lowest  possible 
level,  according  to  the  capabilities  of  those  involved.  For 
instance,  department  meetings  are  preferred  to  staff  meet- 
ings, and  staff  committee  meetings  are  preferred  to  execu- 
tive committee  meetings. 

Jacobsen  Manufacturing  Company 

The  Jacobsen  Manufacturing  Company  specializes  in 
the  manufacture  of  Jacobsen  lawn  mowers  on  an  assembly  line 
basis.  The  firm  employs  1,000  workers,  in  Racine,  Wiscon- 
sin. 

Organization  of  the  firm  is  determined  by  company 
officials  and  an  outside  agency.  In  regard  to  organization 
planning,  there  is  no  future  plan  worked  out  because  the  of- 
ficers see  no  necessity  for  such  a plan.  But  the  plan  which 
is  currently  in  use  is  subject  to  reviews  only  if  top  per- 
sonnel changes  are  made  within  the  organization.  This  ac- 
tion is  taken  by  the  executive  committee  at  regular  inter- 
vals through  oral  discussion. 

Jacobsen  has  no  definite  plan  to  achieve  organiza- 
tional effectiveness.  No  definite  program  has  been  outlined 
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for  limiting  the  number  of  individuals  reporting  to  a single 
executive,  for  preventing  an  accumulation  of  miscellaneous 
and  unrelated  activities  under  a single  executive  position, 
or  for  the  maintenance  of  proper  balance  between  inbreeding 
and  inducting  of  outsiders  into  the  organization*  The  3 
characteristics  common  to  the  company  policies  are:  flexi- 

bility of  application,  enforcement  effectiveness  and  suscep- 
tibility to  change  and  improvement.  The  procedure  of  policy 
determination  is  defined  by  the  board  of  directors,  which 
has  instituted  many  flexible  policies.  Policies  are  made 
known  to  officers  and  the  executive  committee  through  the 
board  report,  and  the  officers  report  to  the  board  to  pro- 
vide a check  on  compliance  with  and  interpretation  of  com- 
pany policies.  Department  and  division  heads  are  expected 
to  recommend  changes  in  policy. 

Capital  expenditures  are  those  which  are  capitalized 
and  charged  off  to  depreciation  over  2 or  more  account  peri- 
ods. In  this  plan,  such  expenditures  are  authorized  by  the 
board  of  directors,  and  their  amount  is  limited.  The  ac- 
counting department  reviews  and  checks  the  capital  expendi- 
tures. The  plant  manager  is  the  highest  level  to  which  au- 
thority is  delegated  in  this  area.  The  control  over  the  an- 
nual budgeted  appropriation  is  provided  by  reports  from  the 
accounting  department  and  from  financial  reports. 

Reviews  and  checks  of  maintenance  expenditures  are 
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exercised  by  reports  from  the  accounting  department.  The 
plant  manager  is  the  official  to  whom  most  of  the  authority 
is  delegated.  Control  is  provided  over  the  manner  in  which 
various  amounts  are  expended  by  cost  department  check. 

The  operating  objective  is  economy  and  over-all  cost 
of  manufacturing.  The  review  and  check  exercised  over  ex- 
penditures for  materials  and  supplies  is  delegated  to  the 
purchasing  agent.  Traveling  expenses,  dues  and  memberships, 
and  donations  and  subscriptions  are  approved  by  the  depart- 
ment head,  while  the  plant  manager  supervises  the  payroll. 

The  delegation  of  authority  over  operating  expendi- 
tures reaches  the  foremen  step  level.  The  budget  report 
controls  the  manner  of  expenditures  for  operation.  This  re- 
port shows  the  approved  amount  for  the  year  as  compared  with 
the  actual  amount. 

The  officers  alone  control  all  the  professional 
services,  such  as  accounting,  engineering  and  legal  and  med- 
ical services.  The  control  of  the  budgeted  appropriation  is 
provided  by  a monthly  review  by  the  accounting  department. 
This  is  analyzed  according  to  the  budget  and  the  amount 
spent,  which  appears  on  the  statement. 

There  is  no  necessity  for  a review  and  check  of  ex- 
penditures involved  in  negotiating  outside  contracts,  be- 
cause the  company  handles  no  contracts  of  this  type. 

The  quality  of  hourly  employees  and  the  quality  of 


243 


staff  and  executive  personnel  are  maintained  by  selection 
and  training,  which  is  a tremendous  factor  in  improving  mo- 
rale and  relations  between  employer  and  employee.  With  re- 
spect to  executive  and  other  key  officials  who,  because  of 
personalities,  superannuation  and  other  causes,  raise  seri- 
ous personnel  or  organizational  problems,  the  policies  and 
practices  that  are  followed  stipulate  transfer  or  pension 
retirement. 

The  general  level  of  production  and  clerical  workers 
is  determined  by  contract  with  the  union.  Supervisory  and 
staff  employees  are  governed  somewhat  by  the  level  of  wages 
in  the  community.  The  procedure  followed  in  establishing 
occupational  differentials  is  one  of  prorating  salaries 
above  a certain  level  and  is  based  on  a job  evaluation  plan, 
particularly  in  the  engineering  department,  where  there  are 
differentials  in  project  development.  An  industrial  rela- 
tions department  is  instrumental  in  handling  grievances  of 
employees,  especially  those  not  settled  between  the  stewards 
and  the  foremen.  Company  officers,  however,  administer  pen- 
sion, insurance  and  other  benefit  plans. 

Manpower  is  determined  largely  by  floor  space  and 
company  inventory.  The  work  force  is  kept  in  adjustment  to 
the  rate  of  operation  by  reducing  the  surplus  when  the  sea- 
sonal peak  has  been  passed.  The  plant  manager  has  charge  of 
such  decisions* 
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The  line  of  products  is  determined  and  changed  by 
recommendations  from  the  engineering  department,  and  the 
line  is  subject  to  annual  review.  No  norms  or  standards  are 
used  to  indicate  the  possible  need  for  eliminating  items. 

The  standard  of  quality  is  determined  by  a group  of  inspec- 
tors. The  engineering  department  is  responsible  for  such 
other  merchandising  considerations,  such  as  guarantees, 
service  styling  and  packaging.  The  plant  manager  is  respon- 
sible for  keeping  plant  facilities  up  to  date  and  competi- 
tive. He  is  also  responsible  for  the  abandonment,  disman- 
tling and  disposal  of  facilities.  He  consults  with  foremen 
to  determine  the  specifications  and  selection  of  equipment 
and  facilities.  Prices  and  discounts  are  handled  by  the  ex- 
ecutive officers.  Procedure  followed  in  changing  prices  and 
discounts  rests  on  their  approval. 

The  director  of  sales  has  the  authority  for  entering 
new  market  areas  or  withdrawing  from  existing  areas.  He 
also  decides  about  the  location  and  extent  of  warehouses  and 
other  market  facilities.  This  is,  of  course,  within  the 
area  of  co-ordination  of  his  sales  manager  and  the  market 
research  department.  The  executive  committee  determines  the 
channels  and  methods  of  distribution. 

The  rate  of  operation  is  determined  by  production 
schedules  prepared  early  in  the  season,  approximately  4 
months  ahead  of  operations.  Finance,  procurement,  produc- 
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tion,  personnel  and  sales  program  are  indicated  both  as  to 
rate  and  time  period  by  forecast.  Operating  schedules  and 
delivery  dates  are  determined  by  production  requirements, 
size  and  distribution  of  inventory,  and  are  fixed  by  the 
director  of  sales. 

The  director  of  sales  controls  foreign  operations. 
Public,  governmental  and  industrial  relationships  are  as- 
signed to  the  vice-president. 

Jacobsen  has  not  done  very  much  to  relieve  its  exec- 
utives of  unnecessary  and  time-consuming  administrative  de- 
tails. Home  office  demands  upon  the  field  force  are  con- 
trolled by  the  sales  department.  The  budget,  profit  and 
loss  control  and  cost  control  are  keys  to  the  firm’s  opera- 
tion. Manuals,  reports  and  charts  are  used  as  supplemental 
devices. 

Robert  A.  Johnston  Company 

The  Robert  A.  Johnston  Company  is  a family  owned 
business  dealing  in  the  manufacture  of  biscuits,  candy  and 
chocolate — each  being  a division  of  the  company.  The  firm 
employs  about  1,000  persons.  Each  division  has  an  operating 
committee,  composed  of  the  president,  vice-president,  con- 
troller, salesmanager , plant  manager,  shop  superintendent 
and  the  industrial  engineer,  which  meets  weekly.  In  all 
cases,  top-management  consists  only  of  the  president  and 


vice-president. 

The  company’s  basic  structure  consists  of  stockhold- 
ers, directors,  executive  committee  officers,  executive 
heads,  line  supervisors  and  employees.  This  organization 
structure  has  been  in  effect  for  over  100  years,  and  at  the 
present  time,  there  is  no  possibility  of  change.  If  changes 
were  to  take  place,  however,  they  would  be  the  responsibili- 
ty of  the  president.  The  president  has  the  prerogative  to 
subject  the  plan  of  organization  to  periodical  review. 

In  order  to  get  the  best  results  from  the  organiza- 
tion, the  company  is  operated  on  the  line  principle  which 
attempts  to  reduce  too-finely  divided  functions.  Each  per- 
son knows  to  whom  he  is  responsible,  as  procedure  follows 
the  organizational  chart. 

Policies  are  recommended  by  department  and  division 
heads  at  the  weekly  meeting.  If  policies  are  agreed  upon, 
the  operating  committee  determines  what  action  will  be 
taken.  The  same  procedures  are  followed  for  changes  in  per- 
sonnel. All  policies  are  made  known  to  employees  through 
the  committee  meetings  and  by  written  instructions.  Checks 
are  made  on  insurance  compliance  and  correct  interpretation 
through  the  committee  meetings.  The  company  has  a variable 
budget-control  system.  All  operating  expenditures  fluctuate 
with  changes  in  economic  activity.  Capital  expenditures  and 
maintenance  outlays  are  authorized  through  written  requests 
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submitted  to  top— management  and  other  concerned  executives. 

A check  i3  constantly  being  made  on  actual  savings  on  expend- 
itures as  to  performance  versus  estimates.  Any  disbursement 
under  |50  can  be  approved  by  the  different  levels  of  manage- 
ment, but  any  above  that  amount  becomes  a decision  of  top- 
management.  The  variable  control  system  also  applies  to  ex- 
penditures for  professional  services.  Outlays  involved  in 
negotiating  outside  contracts  are  reviewed  and  authority  is 
delegated  by  the  operating  committee.  In  all  cases  the  bud- 
get applies  to  each  department  and  is  under  the  control  of 
the  variable  budget  system. 

Individuals  applying  for  work  with  Robert  A.  Johns- 
ton are  interviewed  and  given  aptitude  tests.  On-the-job 
training  and  rating  are  employed.  In  cases  of  transfer, 
seniority  and  adaptability  are  prime  requisites.  Promotion 
is  based  mainly  on  merit  and  seniority. 

The  basis  of  selection  of  the  executive  and  staff 
personnel  is  somewhat  similar  to  the  above,  but  merit  rating 
is  on  an  annual  basis,  and  promotion  depends  only  on  merit. 

In  cases  of  personality  problems  among  top-executives,  mana- 
gerial judgment  makes  the  decision. 

Wages  and  salaries  are  based  on  surveys  of  area 
rates  for  similar  employment.  All  individual  wage  and  sal- 
ary advancements  are  handled  through  office  or  the  shop  com- 
mittee, subject  to  top-management  approval. 


With  regard  to  collective  bargaining,  the  degree  of 
centralized  responsibility  and  authority  has  been  delegated 
to  the  labor  committee,  plant  manager,  controller  and  the 
industrial  engineer,  who,  in  turn,  report  to  top-management. 
All  grievances  are  thoroughly  outlined  in  the  union  con- 
tract, copies  of  which  go  only  to  persons  connected  with  the 
firm.  The  president  and  the  vice-president  administer  pen- 
sions, insurance  and  other  benefits. 

The  basic  work  force  of  operations  is  determined  by 
the  production  requirements,  and  it  is  kept  in  adjustment  by 
the  production  schedule.  All  authority  for  increases  or  de- 
creases in  the  work  force  exist  with  the  operating  committee, 
which  makes  a weekly  review  to  see  that  the  force  is  bal- 
anced. The  operating  committee  determines  the  line  of  prod- 
ucts, and  additions  and  deletions  are  subject  to  weekly  and 
seasonal  analysis. 

The  demands  upon  an  executive’s  time  depend  upon  the 
individual’s  ability  to  regulate  his  work  and  also  on  wheth- 
er a man  of  his  status  in  the  company  requires  an  assistant. 
All  home  office  demands  upon  the  field  forces  are  handled 
through  the  sales  manager. 

Top-management  is  responsible  for  all  external  rela- 
tionships, whether  they  be  public  or  governmental.  The  in- 
dustrial body  takes  care  of  all  departmental  services. 

All  departments  have  a variable  budget-control  sys- 
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tern,  which  is  reviewed  by  the  operating  committee  and  top- 
management  on  a weekly,  monthly  or  yearly  basis.  Profit  and 
loss  is  measured  per  division,  ana  it  is  reviev/ed  on  a 
monthly  basis  by  top-management  and  the  directors.  Cost 
control  measures  production  on  a per  product  basis.  Manuals 
indicate  the  procedure  for  each  department  to  guide  the  ex- 
ecutive. Reports  and  charts  are  utilized  by  each  division 
and  this  information  is  reviewed  monthly  by  the  president, 
vice-president  and  the  board  of  directors,  Standards  are 
based  on  time  stuaies  conducted  by  the  industrial  engineer- 
ing department,  and  results  of  actual  performance  against 
the  standard  are  measured. 

Kearney  and  Trecker  Corporation 

The  Kearney  and  Trecker  Corporation  keeps  materials 
and  supplies  and  other  expenditures  at  standard  rates 
through  the  review  and  check  of  the  standards  and  .methods 
departments.  Cost  reports  keep  an  accurate  account  of  the 
total  manufacturing  expense,  material  and  labor.  Budgeted 
control  of  professional  service  is  not  practiced.  Each  de- 
partment, however,  prepares  an  estimate  of  its  other  activ- 
ities for  the  budgetary  period.  This  statement  of  the  items 
depends  upon  the  nature  of  the  department.  This  information 
is  transmitted  by  the  department  head  to  the  official  who 
heads  the  budgetary  program.  This  official  makes  a compari- 


250 


son  between  estimated  revenues  and  estimated  expenditures  as 
shown  by  the  proposed  budget.  Departmental  expenditures  may 
then  be  adjusted.  The  proposed  budget  is  subsequently  sub- 
mitted to  an  advisory  committee  headed  by  the  president.  It 
is  the  responsibility  of  each  department  to  carry  out  its 
own  program  as  outlined. 

At  Kearney  and  Trecker,  the  sales  manager  studies 
individual  sales  rates  by  a map  system.  The  individual 
salesman  has  his  own  expenses  budgeted,  but  no  strict  en- 
forcement is  practiced.  Salesmen  work  on  a commission  ba- 
sis, and  the  president  keeps  a watchful  eye  on  this  opera- 
tion. 

The  research  division  conducts  periodic  studies  into 
various  phases  of  company  operation.  It  examines  the  struc- 
ture of  the  business  and  the  personnel  in  order  to  disclose 
any  difficulties. 

The  profit  and  loss  statements  are  valuable  in  ap- 
praising the  business  situation.  The  firm  maintains  a cen- 
tral planning  department,  and  the  standards  concerning  the 
methods  of  supervision  are  established  many  times  from  the 
suggestions  of  the  members  of  the  executive  3taff. 

A.  A.  Laun  Furniture  Company 

The  A.  A.  Laun  Furniture  Company  has  allotted  and 
subdivided  all  productivity  so  that  each  individual  performs 
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a specialized  task  when  required  to  meet  the  schedule  as 
established  by  the  company.  Each  major  department,  such  as 
sales,  advertising  and  production  has  a direct  responsibili- 
ty to  achieve  a set  stanaard  and  to  make  periodic  reports  of 
its  progress  to  the  board  of  directors.  In  order  to  pre- 
clude the  danger  of  too-finely  divided  functions,  the  spe- 
cific duties  of  each  individual  have  been  outlined  and  a 
formal  knowledge  of  them  is  a standard  procedure  of  the  com- 
pany. 

Regarding  compliance  with  and  interpretation  of  com- 
pany policy,  the  departmental  heads  hold  conferences  every 
3 weeks  to  determine  the  efficiency  and  effectiveness  of  the 
program. 

The  appropriations  and  expenditures  of  the  firm  are 
determined  by  the  board,  based  upon  the  business  outlook  for 
periods  of  not  more  than  one  year.  Authority  has  been  dele- 
gated to  the  different  levels  or  zones  of  management  within 
the  concern  to  the  fullest  extent  allowable  by  the  budget 
allocated  to  a particular  department. 

Management  maintains  the  quality  of  hourly  employees 
by  careful  training,  rating  and  promotion. 

During  meetings  of  the  various  department  heads,  an 
attempt  is  made  to  eliminate  all  nonessential  work  and  to 
maintain  the  work  force  at  an  economic  minimum.  The  highly 
competitive  line  of  products  made  by  A.  A.  Laun  is  subject 
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to  periodic  reviews  to  determine  necessary  changes.  The 
rate  of  operation  is  determined  by  the  amount  of  sales. 
Management  has  budgeted  departmental  services,  such  as  re- 
search, engineering,  statistical  and  legal. 

Marquette  University 

The  basic  structure  of  Marquette  University,  Milwau- 
kee, Wisconsin,  is  determined  ultimately  by  the  president 
and  the  board  of  control.  The  structure  is  outlined  in  de- 
tail in  the  statutes  of  the  university  and  the  presidential 
directives.  A future  plan  is  in  the  process  of  being  worked 
out  by  a central  committee  and  a group  of  subcommittees  ap- 
pointed by  the  president  for  this  purpose.  Policy  commit- 
tees set  up  a status  study  for  approximately  one  year,  then 
an  evaluation  of  the  status  is  studied  and  a projection  of 
future  plans  follow.  About  every  B years,  and  upon  occasion 
more  frequently,  the  president  and  the  board  of  control  re- 
view the  organization  plan. 

In  order  to  limit  the  number  of  individuals  report- 
ing to  one  executive,  the  president  appointed  a vice-presi- 
dent in  charge  of  public  relations.  The  title  of  the  posi- 
tion is  the  executive  assistant  to  the  president. 

The  academic  vice-president  and  the  business  manager 
review  the  duties  and  activities  of  the  different  executives 
to  prevent  an  accumulation  of  unrelated  and  miscellaneous 
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activities  under  a single  executive.  When  an  administrative 
post  is  left  vacant,  the  president  makes  the  appointment, 
but  a committee  makes  the  faculty  appointments.  In  this 
way,  the  organization  maintains  a proper  balance  between  in- 
breeding  and  inducting  outsiders  into  the  organization.  The 
University  Board  of  Graduate  Studies  and  the  graduate  board 
recommend  the  academic  or  instructional  policies.  These 
policies  are  made  known  to  subordinate  personnel  by  adminis- 
trative officials  and  meetings  of  the  council.  To  make  sure 
that  everyone  understands  these  policies  and  is  complying 
with  them,  regular  reports  are  made  by  subordinates  to  the 
president  and  sometimes  are  discussed  at  the  president’s 
weekly  communi cations  conference. 

Capital  expenditures  of  Marquette  University  are  ap- 
proved by  the  University  Board  of  Trustees,  and  they  are  re- 
viewed by  the  business  manager.  The  business  manager  also 
checks  the  requisitions  of  the  departments  who  operate  on  an 
annual  budgeted  appropriation.  Maintenance  expenditures 
must  be  approved  by  the  budget  committee  and,  in  turn,  are 
checked  by  the  business  manager.  The  business  manager  mu3t 
be  sure  that  all  expenditures  are  within  the  budget.  The 
authority  for  different  levels  or  zones  of  management  is 
delegated  by  the  president  to  the  business  manager. 

All  capital  expenditures,  maintenance  expenditures 
and  operating  expenditures,  such  as  materials  and  supplies, 
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are  covered  by  a budget.  Traveling  expenses  are  covered  by 
the  rules  set  forth  in  the  university  statutes.  Dues  and 
memberships  are  approved  by  the  academic  vice-president. 
Office  payroll  is  approved  by  the  business  manager,  but  the 
faculty  payroll  is  approved  by  the  deans  of  the  various 
schools.  Requisitions  must  be  written  for  all  the  above 
items,  with  the  exception  of  the  payroll.  Expenses  for  pro- 
fessional services  are  stated  in  the  budget  and  checked  by 
the  business  manager.  Expenses  involved  in  the  negotiation 
of  outside  contracts  are  usually  scrutinized  by  the  presi- 
dent himself,  although  the  executive  assistant  to  the  presi- 
dent also  has  the  authority  to  approve  such  contracts. 

The  selection  of  personnel  for  staff  and  executive 
positions  is  aided  by  the  testing  program  of  the  guidance 
department.  Training  and  rating  of  employees  is  done  by  the 
department  head,  who  also  makes  the  initial  recommendation 
for  promotion  within  his  department.  All  transfers  of  em- 
ployees are  handled  by  the  business  office.  Faculty  mem- 
bers, and  others  in  key  positions,  are  not  granted  tenure 
until  they  qualify  under  university  regulations,  and  this 
period  might  run  as  long  as  5 years. 

The  wages  and  salaries  of  clerical  employees  are  low- 
er than  those  paid  in  the  community.  Any  salaries  above  a 
certain  level,  such  as  #4f000  a year,  are  governed  by  the 
rank,  and  the  rank  is  determined  by  the  university  committee 
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on  rank  and  tenure. 

Grievances  are  handled  as  follows:  the  grievance  is 

taken  to  the  dean  of  the  school  or  the  department  head  ini- 
tially and  then  it  is  forwarded  to  the  vice-president  or 
business  manager  if  necessary. 

The  board  of  trustees  possesses  all  authority  for 
administering  pensions,  insurance  and  other  employee  benefit 
plans. 

Each  dean,  with  the  approval  of  the  academic  vice- 
president,  can  increase  or  decrease  his  teaching  staff.  The 
teaching  staff  is  based  on  anticipated  enrollment.  The 
changing  rate  of  operation  is  adjusted  by  the  addition  or 
deletion  of  part-time  instructors  and  graduate  students,  A 
check  is  made  of  the  total  number  of  hours  and  the  total 
number  of  students  relative  to  course  offerings.  Considera- 
tion is  given  to  the  amount  of  preparation  required  and  the 
laboratory  work  and  other  factors.  Such  checks  are  made 
periodically  to  eliminate  nonessential  work  and  to  maintain 
the  work  force  at  an  economic  minimum. 

The  university  has  a self-analysis  program,  the  pur- 
pose of  which  is  to  take  an  inventory  of  the  present  status 
of  the  university  before  laying  out  future  plans.  The  in- 
ventory is  also  essential  for  the  interpretation  of  the  pur- 
pose of  the  institution  in  the  community.  The  self-analysis 
program  will  have  3 phases:  an  investigation  of  the  present 


256 


status  of  the  university,  an  evaluation  of  the  status  and  a 
projection  of  a long-range  plan  for  the  university.  The  as- 
sistant business  manager  has  to  keep  facilities  adequately 
up  to  date,  while  the  budget  committee  is  responsible  for 
the  disposal  of  facilities. 

The  board  of  trustees  approves  all  changes  in  tui- 
tion, fees  and  scholarship  grants.  The  business  manager 
checks  other  private  schools  and  then  changes  are  proposed 
to  the  budget  committee  for  the  final  approval.  The  infor- 
mation is  published  in  bulletins,  which  are  distributed  to 
the  students. 


McKesson  and  Robbins  Incorporated 

McKesson  and  Robbins  Incorporated  is  one  of  the 
country* s most  important  wholesaling  businesses.  The  prod- 
ucts of  the  firm  are  in  constant  demand,  which  makes  busi- 
ness unusually  stable  and,  therefore,  the  organization  of- 
fers steady  employment  and  job  security.  The  company  deals 
in  3 types  of  products:  drugstore  and  hospital  merchandise, 

wines  and  liquors,  and  industrial  chemicals.  The  firm  buys 
from  manufacturers  and  sells  to  retailers  throughout  the 
United  States.  McKesson  and  Robbins  has  offices  and  ware- 
houses ( called  divisions)  in  which  the  merchandise  of  many 
sources  is  stored  and  made  available  to  retailers  when  need- 
ed. The  company  serves  many  thousands  of  retailers,  thus 
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making  it  possible  for  a typical  manufacturer  to  serve  many 
drugstores,  liquor  package  stores,  bars,  hotels  and  chemical 
users. 

McKesson’s  function  is  not  only  to  stock  the  goods 
of  the  manufacturers,  but  also  to  promote  the  sale  of  mer- 
chandise for  the  retailer.  A large  staff  of  salesmen  work 
in  each  division,  and  they  are  constantly  in  touch  with  the 
needs  of  the  retailers  in  different  areas  and  call  upon  them 
at  regular  intervals.  Employees  in  the  warehouse  fill 
orders  from  stocks  of  merchandise,  check,  pack  and  ship  the 
goods  when  ordered.  Employees  in  the  office  do  the  buying, 
write  up  orders,  extend  credit  to  customers,  price  the  in- 
voices, and  keep  the  books  and  handle  other  clerical  details. 
Each  McKesson  division,  directed  by  a 3ales  manager,  is  a 
complete  organization  performing  all  of  the  wholesaling 
functions.  A functional  chart  of  the  basic  organization  of 
a division  is  shown. 


Division  Manager 


Sales 


* Operations  ; 


) Ac counting  ; 


Buying 


Credit 


| Warehouse  i 


J Office  i 

♦ • i 


25S 


Divisions  are  grouped  geographically  into  regions, 
headed  by  a regional  vice-president.  Each  vice-president  is 
assisted  by  a district  drug  sales  manager,  a district  liquor 
sales  manager  and  a district  operations  manager.  These  men 
work  closely  with  divisions  in  their  respective  regions  to 
see  that  uniform  policies,  established  by  the  regional  vice- 
president  in  consultation  with  the  home  office,  are  carried 
out.  Thus,  through  a system  of  regional  co-ordination,  all 
divisions  are  welded  into  a smooth-running  national  organi- 
zation. The  principal  executives  responsible  for  the  opera- 
ting policies  are:  chairman  of  the  board  of  ai rectors, 

president  and  the  regional  vice-presidents.  The  New  York 
home  office  houses  the  heads  of  departments,  who  are  respon- 
sible for:  the  sales  of  drugs,  liquor  and  chemicals;  ac- 

counting and  finance;  personnel;  and  legal  matters, 

McKesson’s  basic  policy  is  to  make  promotions  from 
within  the  company  whenever  possible.  One  advantage  of  the 
policy,  according  to  management,  is  that  jobs  will  be  filled 
by  people  who  have  already  proved  themselves  loyal  and  capa- 
ble. Promotions  are  made  on  the  basis  of  performance,  abil- 
ity, effort,  loyalty  and  cooperation,  with  consideration 
given  for  length  of  service.  The  3 principal  channels  for 
advancement  are:  promotion  to  a position  of  greater  respon- 

sibility within  the  department,  transfer  to  a better  job  in 
another  department,  and  transfer  to  a better  job  in  another 
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division. 

The  corporation  is  interested  in  the  self-improve- 
ment and  training  which  is  necessary  to  equip  their  employ- 
ees to  do  their  jobs  more  efficiently.  Four  types  of  train- 
ing are  available:  on-the-job  training,  under  which  the 

employee  is  placed  under  the  guidance  of  a supervisor  or  an 
experienced  employee;  a tuition  refund  plan,  under  which  an 
employee  may  seek  outside  study  programs  in  various  institu- 
tions; divisional  sales  and  executive  training  courses  for 
the  positions  of  salesman,  accountant  and  credit  manager; 
and  home  office  training  courses,  which  are  advanced  courses 
in  sales  management,  sundries  buying  and  work  simplifica- 
tion. 

McKesson’s  pay  is  based  on  the  job  evaluation.  The 
difference  in  rates  may  be  varied  according  to  the  special 
skill  and  experience  of  the  worker.  The  jobs,  which  are  of 
approximately  equal  value,  are  grouped  into  job  levels;  and 
rate  ranges  are  established  for  each  level  in  relationship 
to  rates  paid  in  the  community  for  similar  types  of  activity. 

To  determine  the  exact  qualifications  for  advance- 
ment, the  company  has  instituted  an  employee  performance 
rating  plan.  It  is  designed  to  provide  consideration  of  5 
factors:  accuracy,  output,  adaptability,  dependability  and 

cooperation.  The  supervisor  of  each  department  rates  the 
individual  employee,  as  well  as  his  group,  semiannually. 
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This  is  followed  by  a joint  discussion  of  the  employee’s 
rating,  and  the  supervisor  gives  the  employee  suggestions 
for  work  improvement. 

Mercury  Engineering  Corporation 

The  Mercury  Engineering  Corporation  of  Milwaukee, 
Wisconsin,  has  a subsidiary  plant— the  Milwaukee  Ship  Build- 
ing Corporation — near  its  main  plant.  The  Milwaukee  Ship 
Building  is  a machine  tool  shop,  and  it  does  much  of  the 
subcontracts  for  Mercury.  Mercury  Itself  employs  over  200 
workers.  The  original  scope  of  its  operation  was  limited  to 
the  manufacture  of  paper  converting  machines,  but  since  the 
advent  of  the  war,  the  organization  has  expanded  into  other 
fields. 

A paper  converting  machine  is  one  which  manufactures 
display  packages  for  merchandise.  Much  of  the  merchandise 
seen  in  today’s  supermarkets  has  been  attractively  packaged 
in  containers  made  on  a Mercury  machine.  These  machines  are 
highly  specialized  and  therefore  must  necessarily  be  made  on 
a job-order  basis.  For  several  years  now,  Mercury,  together 
with  Brown  and  Bigelow  of  St.  Paul,  Minnesota,  a leader  in 
the  field  of  lithography,  has  been  working  on  a machine  which 
simultaneously  produces  and  lithographs  the  container.  In 
the  past,  these  were  separate  processes.  The  development  of 
this  new  combination  machine  prompted  the  Wall  Street 
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Journal  to  run  a front-page  article  about  it.  The  entire 
industry  has  closely  watched  the  progress  and  performance  of 
this  machine.  The  vice-president  of  Mercury  feels  that  his 
organization  is  currently  about  2 years  ahead  of  the  rest  of 
the  industry. 

During  the  war,  Mercury  developed  a highly  special- 
ized and  complex  grinding  machine,  which  was  specifically 
used  in  the  manufacture  of  tank  turrets.  At  that  time,  all 
Mercury  production  was  for  the  war  effort,  and  grinding  op- 
erations resulted  in  increased  speed  and  reduced  the  cost  of 
tank  production.  The  grinding  machines,  however,  are  now 
being  produced  only  in  a limited  quantity.  Mercury  has  also 
recently  developed  a new  machine  used  in  the  production  of 
airplane  wings.  The  machine  was  designed  especially  to  work 
on  large  aluminum  components  for  the  aircraft  manufacturing 
industry. 

Mercury  began  its  operations  as  a small  machine  tool 
shop  in  the  early  thirties.  The  founder  and  president,  a 
graduate  engineer,  is  more  interested  in  the  engineering  end 
of  the  business  than  any  other  area.  This  may  account  for 
the  great  interest  in  research  and  the  development  of  qual- 
ity control.  No  machine  is  permitted  to  leave  the  shop  un- 
less it  is  perfect. 

In  the  later  thirties,  Mercury  entered  the  paper 
converting  machine  field.  Its  reputation  as  a machine  tool 
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plant  carried  over  into  this  new  field.  The  plant  was  ex- 
panded to  cope  with  this  newer  and  more  technical  line  of 
production.  It  was  at  thi3  time  that  the  organization  was 
changed  from  the  line  to  the  line  and  staff. 

Mercury’s  normal  development  was  interrupted  by 
World  War  II,  which  acted  as  an  accelerator  to  the  develop- 
ment of  the  firm.  It  is  interesting  to  note,  h^wrever,  that 
although  government  contracts  have  been  negligible  in  the 
last  3 years,  Mercury’s  greatest  advances  in  the  field  have 
been  during  peace  time  production. 

Important  departments  of  the  corporation  are: 
sales,  purchasing,  engineering,  production,  manufacturing 
and  finance.  Y/ith  regard  to  the  foreseeable  future,  these 
departments  seem  to  be  adequate.  Quarterly  meetings  are 
held  with  management  and  staff  heads  to  review  the  company 
organisation.  The  president  feels  that  the  basic  organiza- 
tion of  the  firm  is  sound,  but  many  minor  problems  are  pres- 
ent. These  problems  include:  excessive  number  of  individ- 

uals reporting  to  one  executive,  accumulation  of  miscellane- 
ous activities  under  one  executive,  and  the  maintenance  of 
balance  between  internal  promotion  and  external  induction. 
The  business  policy  followed  by  Mercury  is  determined  by  the 
president,  the  vice-president  and  the  heads  of  the  major  de- 
partments. Policies  determined  are  published  in  a standard 
policy  instruction  booklet.  Also,  discussion  and  memorandum 
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notify  all  parties  of  changes.  Mercury  relies  on  the  ability 
of  its  executives  to  see  that  company  policy  is  being  fol- 
lowed, that  variances  are  being  corrected  and  suggestions 
are  forthcoming. 

Mercury  is  constantly  alert  to  its  financial  posi- 
tion. A running  profit  and  loss  statement  is  utilized.  Ap- 
propriations and  expenditures,  as  well  as  Income,  are  entered 
and  totaled  daily.  Every  30  days,  top-management  meets  to 
discuss  the  position  of  the  profit  and  loss  statement.  If 
the  expense  variance  is  too  great  from  the  budgeted  appro- 
priation, a close  check  is  made  and  corrective  measures  are 
taken.  Any  expenses  involving  a capital  expenditure  over 
$100  would  require  management’s  approval,  and  any  over  $5,000 
would  require  board  approval.  Maintenance  and  operating  ex- 
penditures must  conform  to  the  budget  unless  otherwise  al- 
lowed by  meeting  of  top-management.  The  budget  is  deter- 
mined through  past  history  and  future  expectations.  Person- 
nel relations  are  an  important  element  at  Mercury,  since 
there  has  never  been  a strike.  The  plant  superintendent  has 
charge  of  hiring  factory  personnel  and  it  is  his  job  to  see 
that  new  employees  receive  the  proper  on-the-job  training. 
Eating,  transfers  and  promotions  depend  on  the  staff  man  of 
the  employee’s  department.  Authority  and  final  approval  of 
transfers  and  promotions  rest  with  management.  Selection  of 
staff  and  executive  personnel  is  open  for  improvement. 
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There  is  no  definite  plan  of  training  these  individuals  and 
no  rating  system  other  than  personal  contact. 

Wage  rates  for  production  workers  meet  the  competi- 
tive standards,  as  well  as  the  going  union  rate.  Generally, 
at  Mercury,  the  wage  scale  is  slightly  higher  than  that  of 
competitors  or  the  specified  union  rate.  The  salaries  of 
supervisors  and  staff  employees  are  determined  by  competi- 
tion and  the  caliber  of  the  individual. 

All  management-union  unrest  has  been  settled  by 
means  of  collective  bargaining.  The  company  is  represented 
at  such  meetings  by  the  plant  superintendent,  production 
manager  and  legal  counsel.  The  superintendent  handles  all 
minor  grievances. 

The  size  of  the  work  force  is  determined  by  the  re- 
quirements for  the  jobs  available.  Labor  force  in  recent 
years  ha3  been  the  largest  in  the  company's  history,  but  oc- 
casionally temporary  layoffs  are  invoked. 

The  sales  staff  has  a very  important  function,  and 
its  duties  and  responsibilities  include:  setup  of  price 

policies,  changing  prices,  determination  of  price  discount, 
determination  of  market  areas,  determining  locations  of 
market  service  facilities  and  the  approval  of  styling  and 
design  of  the  product.  Sales  also  has  the  responsibility 
for  all  external  relationships. 

The  average  production  time  for  a machine  produced 
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by  Mercury  is  from  6 to  9 months.  Long  range  planning  is 
practiced.  A backlog  of  orders  at  the  present  time  makes 
exact  production  scheduling  possible  for  the  following  year. 
Approximate  schedules  are  drawn  up  2 years  in  advance.  Man- 
agement, however,  makes  quarterly  checks  and  may  revise  at 
any  time. 


Milwaukee  Journal 

The  Milwaukee  Journal  is  an  employee -owned,  profit- 
sharing  concern.  For  the  past  60  years,  the  company  has 
been  run  on  the  same  plan  with  the  result  that  it  is  not 
only  widely  recognized  in  journalistic  circles,  but  is  fi- 
nancially sound.  Within  the  company,  there  are  6 major  au- 
tonomous departments,  with  one  executive  at  the  head  of  each 
department.  This  executive  determines  the  nature  of  the 
organization,  the  amount  of  work,  how  and  when  the  work  is 
to  be  done.  Each  department  head  has  an  assistant  whose 
function  is  to  advise  the  department  head  and  help  him  set 
up  and  follow  specific  plans. 

The  circulation  department  has  2 sub-departments, 
city  and  state.  The  head  of  the  department  and  his  2 as- 
sistant department  heads  direct  and  set  up  new  plans  or 
change  old  ones  whenever  necessary.  They  will  do  this 
either  upon  their  own  initiative  or  through  the  suggestion 
of  a management  team  of  3 men.  By  keeping  in  close  contact 
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with  top-management  and  other  department  heads  through 
weekly  meetings,  each  executive  will  be  sure  that  he  is  fol- 
lowing company  policy.  Company  policies  are  set  up  by  the 
6 executives  and  the  management  team.  Decisions  arrived  at 
during  the  meetings  will  be  printed  in  the  company^  inter- 
office paper  or  by  inserts  in  the  pay  envelope.  The  circu- 
lation department,  for  example,  claims  that  policy  changes 
are  called  to  the  attention  of  its  employees  within  a week. 
Every  department  has  a budget,  which  is  made  up  by  the  de- 
partment head  and  his  assistant.  Past  costs  are  evaluated 
and  projected  every  9 months.  Along  with  expected  costs, 
allowances  are  usually  made  for  unexpected  emergencies.  For 
example,  a truck  may  have  to  be  replaced  because  of  an  acci- 
dent. Therefore,  the  examination  of  the  existing  budget  at 
the  monthly  meeting  of  the  6 department  heads  and  top-man- 
agement would  necessitate  revision. 

When  a job  opening  occurs  on  a lower  level,  it  will 
be  filled  by  someone  in  the  plant  who  has  seniority  or  by 
some  person  from  the  outside.  When  an  opening  occurs  on  a 
higher  level,  the  position  is  always  filled  by  someone  with- 
in the  company,  appointed  by  a vote  of  top-management. 
Intra-departmental  appointments  are  subject  to  approval  of 
the  department  head. 

Profit-sharing,  according  to  management,  influences 
the  worker  to  take  more  interest  in  how  the  organization  is 
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run.  Employees  suggest  changes  regarding  various  phases  of 
the  business. 

Milwaukee  Public  Schools 

The  basic  organization  of  the  Milwaukee  Public 
Schools  is  determined  by  the  board  of  directors,  of  which 
there  are  15  members.  The  board  meets  on  the  first  Tuesday 
of  each  month  and  at  that  time,  a specific  order  of  business 
is  followed:  roll  call,  correction  and  approval  of  the  min- 

utes, communications  from  city  and  county  departments,  re- 
port of  the  superintendent,  report  of  the  secretary,  report 
of  the  business  manager,  reports  of  standing  committees,  re- 
ports of  special  committees,  unfinished  business  and  general 
business.  The  board  of  directors  uses  parliamentary  proce- 
dure at  its  meetings.  Policy  is  determined,  officers  are 
elected,  teachers  are  appointed  and  rules  are  adopted  or 
suspended. 

The  superintendent  of  schools  has  7 assistant  super- 
intendents, including  2 special  assistants  and  a general  as- 
sistant, reporting  to  him.  An  assistant  city  attorney  is 
also  assigned  to  the  superintendent’s  office. 

Organizational  effectiveness  is  achieved  in  the 
superintendent’s  office  by  having  6 departments.  Each  de- 
partment has  a director  and  an  assistant  director  who  are 
responsible  to  one  of  the  6 superintendents,  who  are,  in 
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turn,  responsible  to  the  superintendent  of  schools. 

The  appropriation  and  expenditure  of  all  funds  re- 
quire prior  board  approval  before  utilization  by  the  busi- 
ness office.  The  business  office  is  in  charge  of  the  sec- 
retary-business manager,  who  has  the  aid  of  an  assistant 
secretary  and  a general  office  assistant.  There  are  5 main 
divisions  of  the  business  office:  accounting,  purchasing, 

construction,  plant  operation  and  repair. 

The  board  has  5 standing  committees,  including  ap- 
pointment and  instruction,  building  finance,  rules  and  com- 
plaints and  legislative.  Each  committee  has  a chairman  and 
a vice-chairman.  The  committees  meet  one  week  before  the 
board  meetings. 

Teachers  are  appointed  by  the  board  of  directors, 
and  the  board  itself  is  elected  to  office  by  the  voters. 
Personnel  in  the  superintendents  office  and  the  business 
office  are  appointed  after  competitive  examinations  to  de- 
termine various  degrees  of  skill.  Salaries  vary  with  posi- 
tion and  education.  A principal  in  a senior  high  school, 
for  example,  whose  education  includes  a Masters  degree,  plus 
32  additional  units  of  work,  will  be  classified  in  a divi- 
sion designated  as  "E"  and  he  will  receive  a top  salary  of 
#9,327  per  year.  Daily  substitute  teachers  are  classified 
in  a division  designated  as  "A”  and  will  receive  #14  per  day. 

Student  enrollment  determines  the  number  of  employ- 
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ees.  This  is  especially  true  in  the  teaching  area.  Usual- 
ly, personnel  of  a nonteaching  nature  remain  fairly  con- 
stant. 

Adequate  facilities  are  the  responsibility  of  the 
business  office,  which  has  a construction  division,  a plant 
operation  division  and  a repair  division. 

Horitz  and  Winter  Company 

The  basic  organizational  structure  of  the  Moritz  and 
Winter  Company,  a clothing  manufacturer,  is  determined  by 
the  needs  of  the  company,  with  the  stockholders  electing  a 
board  of  directors  who,  in  turn,  appoint  the  officers. 

Future  organizational  plans  have  been  worked  out,  for  which 
the  president  is  responsible.  The  board  elects  personnel  to 
fill  positions  as  required  by  these  plans.  The  organiza- 
tional plan  is  subject  to  periodic  review  in  order  to  meet 
situations,  conditions  of  the  time  and  the  anticipation  of 
management.  The  review  is  held  every  $ months  to  a year,  or 
every  season,  depending  on  the  conditions  of  the  business 
world.  The  board  of  directors  reviews  the  plans  through  a 
separate  planning  committee. 

In  order  to  achieve  organizational  effectiveness, 
the  company  has  limited  the  number  of  individuals  reporting 
to  a single  executive,  avoided  the  danger  of  too-finely  di- 
vided functions  and  adjusted  the  duties  and  responsibilities 
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of  an  executive  position  to  the  individual.  By  appointing 
various  heads  and  minimizing  their  duties,  the  company  has 
prevented  an  accumulation  of  miscellaneous  and  unrelated 
activities  under  a single  executive.  Inbreeding  is  encour- 
aged with  outsiders  being  brought  in  only  in  the  case  of 
specialty  fields. 

Policies  are  determined  by  the  executive  officers 
and  made  known  to  subordinate  personnel  by  letters,  notes 
and  orders  on  shop  posters.  Compliance  with  company  policies 
is  spot  checked  by  those  who  have  issued  them  or  who  are 
responsible  for  the  policy.  Divisional  heads  are  expected 
to  recommend  changes. 

Reviews  and  checks  are  made  of  capital,  maintenance 
and  professional  service  expenditures  as  needed.  Operating 
expenditures  are  reviewed,  and  checked  as  to  materials  and 
supplies,  by  comparative  costs  and  inventory  control;  dues 
and  memberships  by  minimization  of  affiliations;  and  payroll 
by  the  productivity  of  the  people.  Quality  of  personnel  is 
maintained  by  a selection  and  training  program  for  hourly 
employees  and  staff  and  executive  personnel.  No  definite 
rating  system  is  set  up,  except  in  the  case  of  staff  or  ex- 
ecutive positions.  Upon  completion  of  a training  program, 
promising  personnel  are  promoted,  while  those  who  do  not  meet 
certain  standards  are  dismissed.  Executive  and  key  position 
men  who  cause  serious  personnel  or  organizational  problems 
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are  divested  of  authority  or  retired.  The  wage  level  of 
productive  and  clerical  workers  is  determined  by  the  union 
scale  and  the  labor  market.  The  wages  of  staff  personnel 
depend  upon  the  productiveness  and  years  of  service.  Execu- 
tive officers  are  responsible  for  individual  wage  and  sal- 
ary advances.  A job  evaluation  plan  is  used  for  salaries 
above  $4*000. 

The  company  does  not  have  a personnel  or  industrial 
relations  department ; there,  this  responsibility  is  with  the 
executive  officers.  One  office  is  designated  to  handle  all 
individual  grievances. 

The  basic  manpower  force  is  determined  by  production 
schedules  and  is  kept  in  adjustment  by  hiring  and  laying  off 
as  is  needed.  The  head  of  the  production  department  has 
this  authority  and  responsibility.  This  force  is  maintained 
at  an  economic  minimum  by  laying  off  at  slack  times  of  pro- 
duction and  redistribution  of  work  assignments.  The  line  of 
products  is  determined  by  style  and  customer  demand,  and  a 
standard  of  quality  is  determined  by  competition.  Top-man- 
agement is  responsible  for  guarantees,  servicing,  styling 
and  packaging. 

Top-management  is  responsible  for  price  policies  and 
practices,  which  are  dependent  upon  the  demand  for  the  manu- 
factured product.  The  sales  department  determines  the  chan- 
nels of  distribution  and  has  the  authority  to  enter  or  with- 
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draw  from  a market. 

The  rate  of  operation  is  determined  by  sales  for 
future  deliveries  and  allowances  for  immediate  deliveries. 
The  nature  of  the  business,  due  to  possible  style  changes, 
makes  a long-range  operational  planning  almost  impossible, 
so  that  only  seasonal  planning  or  planning  for  periods  of  6 
to  & months  in  advance  is  practiced.  Size  and  distribution 
of  inventory  is  determined  by  potential  sales. 

Although  Moritz  and  Winter  has  no  definite  budget, 
it  seeks  general  effectiveness  by  the  constant  review  of  an 
outside  accountant’s  report  and  the  check  of  its  own  produc- 
tion department’s  cost  control  methods. 

Nesco  Incorporated 

Nesco  Incorporated  has  its  basic  structure  deter- 
mined by  the  board  of  directors,  which  is  composed  of  the 
president  and  stockholders  who  have  voted  themselves  onto 
the  board  and  appointed  themselves  executives  in  the  organi- 
zation. The  board  is  responsible  for  determining  the  activ- 
ities or  functions  which  are  most  important  for  the  accom- 
plishment of  their  various  goals.  These  men  also  have  the 
responsibility  of  selecting  competent  officers,  and  they  ap- 
prove the  annual  budget  every  year  in  November.  The  board 
of  directors  reviews  results  of  operations  annually;  if  any 
flaws  are  found  in  the  rules  which  are  already  established, 
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they  act  to  delete  such  rules*  The  board  then  makes  sugges- 
tions to  the  executive  officers  for  improving  the  finances, 
products,  procedures  and  other  phases  of  the  business.  Pol- 
icies are  then  made  known  to  the  executive  personnel  and 
subordinate  personnel  through  bulletins. 

If  department  heads  feel  a change  in  policy  would 
benefit  the  company,  they  are  free  to  present  such  changes. 
Every  executive  has  3 individuals  reporting  to  him.  In  ad- 
dition to  his  regular  duties,  each  individual  has  special 
duties  to  perform  from  time  to  time,  and  these  duties  when 
finished  require  the  approval  of  the  superior.  If  too  many 
miscellaneous  duties  arise  and  prevent  the  individual  from 
successfully  performing  his  regular  duties,  the  miscellane- 
ous duties  are  transferred  to  other  departments  for  handling, 
or  part-time  help  is  employed. 

Every  year  in  November,  budgets  are  set  up  for  the 
forthcoming  year,  based  on  a 6-month3*  forecast  of  the  sales 
department  manager.  Final  presidential  approval  is  required 
before  any  budgets  become  effective.  The  sales  department 
of  Nesco  required  the  largest  budget  because  so  much  money 
is  needed  for  the  6 districts  into  which  the  United  States 
is  divided  for  selling  purposes.  Each  district's  budget  is 
divided  into  3 sections,  consisting  of  houseware,  galvanized 
ware  and  electrics,  whose  requirements  are  $2,000,000, 
c 3 *000,000  and  $6,004*000  respectively.  This  makes  a total 
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amount  of  $11,004,000  for  the  6 districts  for  the  first  6 
months  of  1955.  These  amounts,  given  as  an  example,  show 
how  much  Nesco  spends  for  one  department  for  6 months.  A 
definite  amount  of  money  is  also  allowed  for  maintenance  ex- 
penditures upon  which  all  departments  can  draw,  but  each  de- 
partment is  assigned  an  order  number  against  which  utilized 
materials  are  charged. 

Each  department  must  also  make  an  allotment  in  its 
budget  for  operating  expenses.  All  materials  should  bear 
the  signature  of  the  department  head,  and  the  office  manager 
must  see  all  orders  before  they  go  out.  Traveling  expenses 
pertain  only  to  the  executives  who  have  an  expense  account. 
They  must  make  out  monthly  expense  account  reports  so  that 
the  controller  can  keep  tab  on  how  much  is  being  spent.  The 
quality  of  hourly  employees  is  maintained  by  rating,  and 
that  of  the  staff  or  executive  personnel  is  maintained  by 
promotion.  If  an  executive  creates  personnel  or  organiza- 
tional problems,  as  a past  president  of  Nesco  did,  a meeting 
of  key  executives  and  the  board  of  directors  is  called.  In 
the  instance  mentioned,  the  president  was  politely  asked  to 
resign  and  another  official  was  appointed.  Employees  are 
reviewed  and  rated  by  their  department  heads  every  6 months 
and  are  graded— poor,  fair,  average,  good,  excellent— on  the 
following  points t quality  of  work,  quantity  of  work,  de- 
pendability, cooperation,  attitude,  personality,  ability, 
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determination,  initiative,  job  knowledge,  job  advancement, 
appearance,  judgment,  common  sense  and  tact. 

This  information  is  recorded  on  the  employee’s  rec- 
ord, and  it  is  discussed  with  him  by  the  department  head  or 
officer.  Nesco  expects  its  supervisors  to  give  every  em- 
ployee fair  and  impartial  treatment.  If  the  employees  have 
a problem,  instead  of  keeping  it  to  themselves,  they  should 
talk  the  matter  over  with  their  immediate  superior.  If  they 
still  are  not  satisfied,  they  should  take  it  up  with  the 
office  manager.  If  the  employee  still  feels  that  his  case 
is  not  being  taken  care  of,  he  may  write  up  his  case  and 
send  it  to  the  personnel  director,  with  a copy  going  to  the 
office  manager.  The  case  is  then  thoroughly  investigated 
and  a decision  rendered. 

The  personnel  director  determines  the  basic  work 
force  of  the  company.  If  layoffs  are  needed,  he  initiates 
the  action. 

New  products  are  constantly  being  suggested  at 
Nesco.  If  the  executive  officers  think  the  suggestions  have 
possibilities,  a sample  is  made,  and  if  approved,  several 
more  are  made  and  tested.  All  difficulties  are  then  cor- 
rected, The  samples  are  introduced  to  the  market  and  if 
purchased  by  the  public,  their  production  is  increased. 
Service  stations  are  then  set  up  throughout  the  country  to 
service  the  product. 
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The  plant  manager  is  responsible  for  maintenance  of 
plant  facilities,  equipment  and  tools.  He  must  also  dispose 
of  facilities  no  longer  used.  If  new  market  areas  appear, 
the  general  merchandising  manager  must  decide  whether  the 
company  should  enter  such  a market,  and  decisions  are  made 
by  the  same  individual  regarding  withdrawal  from  existing 
areas.  The  location  of  warehouses  and  new  market  areas  for 
stocking  products  is  the  job  of  the  plant  manager,  and  the 
director  of  transportation  is  responsible  for  seeing  that 
these  products  arrive  at  their  destination. 

The  administrative  assistant  to  the  vice-president 
has  the  job  of  determining  the  rate  of  operation  for  one 
year  in  advance,  which  would  be  from  November  to  November. 
The  determining  of  operating  schedules  and  delivery  dates  is 
the  responsibility  of  the  plant  manager.  The  setting  up  of 
operating  schedules  is  most  important,  and  the  good  name  of 
the  company  depends  upon  it.  If  delivery  dates  are  not  met, 
the  result  is  customer  complaint  and  the  accumulation  of 
large  inventories. 

All  foreign  operations  are  handled  by  the  export 
sales  manager,  who  initiates  and  develops  sales  policies  and 
objectives  and  plans  pertaining  to  all  products  of  the  com- 
pany sold  outside  of  the  continental  limits  of  the  United 
States.  He  must  counsel  with  the  advertising  and  sales  pro- 
motion manager. 
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All  external  relationships  are  handled  by  the  public 
relations  director  and,  in  some  cases,  by  the  plant  manager. 
Firm  effectiveness  is  achieved  through  budgetary  control. 
Direct  control  of  sales  operations  is  aided  by  a profit  and 
loss  statement  analysis.  Standards  are  set  up  for  cost  con- 
trol. Manuals  are  put  into  effect  for  setting  up  price  pol- 
icies; rates  and  warranties  are  reviewed  and  checked  and  the 
job  performance  of  factory  foremen  is  investigated. 

Nunn-Bush  Shoe  Company 

The  Nunn-Bush  Shoe  Company  is  a corporation  employ- 
ing over  1,200  workers  in  its  Milwaukee  plant.  The  basic 
structure  of  the  business  has  remained  static  for  the  past 
20  years,  closely  following  the  path  and  organizational 
planning  established  by  the  president  and  vice-president 
years  ago.  Of  course,  the  duties  and  responsibilities  of 
the  different  departments  and  department  heads  have  been  ad- 
justed as  to  time,  sales  reports  and  the  production  rate  of 
the  current  business  trends  and  market  conditions.  Constant 
adjustments  and  reports  are  made  on  the  present  day  market 
standings,  and  Nunn-Bush  is  quite  certain  of  staying  ahead 
of  its  competitors  because  of  the  quality  of  its  products 
and  the  high  caliber  of  the  men  who  are  placed  in  executive 
positions. 

The  basic  policies  and  financial  doings  of  the  vari- 
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ous  departments,  especially  sales,  production  and  advertis- 
ing, are  determined  almost  entirely  by  the  various  depart- 
ment heads  with  periodic  inspection  by  the  president,  vice- 
president  and  the  board  of  directors. 

In  respect  to  budgeting,  the  firm's  policy  has  al- 
ways been  to  give  the  executive  considerable  leeway.  Only 
the  advertising  department  is  strictly  restricted  according 
to  the  sales  or  volume  of  business. 

One  of  the  most  important  reasons  why  Nunn-Bush  has 
had  such  good  success  with  its  products  is  shown  by  the  low 
rate  of  turnover  among  employees,  which  management  believes 
indicates  high  morale.  This  important  factor  is  brought  out 
by  the  installation  of  the  "Share-the-Production  Plan.w 

This  plan  is  an  excellent  plan  of  clever  and  efficient  man- 
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agement,  and  it  has  been  an  important  asset  to  the  company. 

The  main  philosophy  behind  the  management  of  Nunn- 
Bush  is  that  industry  has  no  moral  or  social  right  to  look 
upon  labor  as  a commodity.  In  193 5 » Nunn-Bush  inaugurated  a 
52-week  pay  check  plan  of  which  the  prime  aim  was  to  give 
the  workers  the  security  of  a steady  annual  wage  on  a per 
week  basis.  The  method  chosen  turned  out  to  involve  an  en- 
tirely new  plan  of  labor  remunerations.  It  had  even  more 
important  consequences  than  achievement  of  the  work,  the 
original  objective.  When  this  was  realized,  the  name  of  the 
plan  was  changed  to  n3hare-the-Production  Plan." 
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Before  1935,  the  corporation  had  always  paid  hourly 
rates  and  had  never  considered  piece  work  to  be  suitable  for 
the  high  grade  production  required  by  the  company.  The  ex- 
perience of  the  depression  made  management  realize  that  the 
insecurity  of  the  conventional  weekly  wage  system  contra- 
dicted the  whole  idea  of  a partnership  between  management 
and  labor.  Management  and  the  union  leaders  realized  there 
was  not  very  much  security  in  their  present  wage  plan;  there- 
fore, they  jointly  conceived  a plan  whereby  the  worker  could 
receive  a regular  pay  check  52  times  a year,  regardless  of 
the  time  the  factory  was  in  operation. 

An  analysis  was  made  to  see  exactly  what  proportion 
of  the  value  of  sales  had  been  paid  in  wages  and  how  that 
proportion  had  varied  over  the  years.  The  figures  showed 
that  labor’s  share  seemed  to  follow  a natural  low,  which 
permitted  workers  to  receive  only  a certain  constant  per- 
centage share  of  the  total  value  of  production.  Both  work- 
ers and  management  thought  that  the  conceived  plan  would 
undergo  changes,  and  the  greatest  change  was  the  principle 
that  the  wages  based  on  the  total  volume  of  sales  should  be 
computed  on  the  value  of  the  labor  added  to  raw  materials. 

In  1946,  it  was  decided  by  agreement  with  management  that 
the  workers  at  the  Milwaukee  plant  of  fJunn-Eush  were  to  re- 
ceive 36  per  cent  of  the  value  added  to  raw  material  cost, 
the  main  principle  being  that  the  annual  income  of  labor 
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would  be  controlled  by  the  value  of  production.  Worker 3 T 
income  at  Nunn-3ush  is  controlled  not  only  by  the  volume  of 
sales  less  the  cost  of  raw  materials,  but  al30  by  the  price 
of  the  finished  product.  The  management’s  agreement  with  the 
union  representatives  stipulated  that  both  sides  must  be 
present  for  joint  discussions  which  involve  price  altera- 
tions. 


Pabst  Brewing  Company 

The  policies  of  the  Pabst  Brewing  Company  are  made 
by  the  president  and/or  the  executive  committee,  or  they  may 
be  formulated  by  the  board  of  directors.  Formulation  by  the 
board  alone  might  make  the  policies  inflexible;  therefore, 
some  policies  are  made  by  the  higher  level  of  management  by 
means  of  informal  discussion  among  the  executives.  If  a de- 
partment head  or  an  employee  wishes  to  recommend  a change  in 
policy,  he  may  explain  his  suggestion  to  a representative  of 
management.  Good  suggestions  are  discussed.  Once  a policy 
Is  adopted,  executives  keep  a close  check  on  the  acceptance 
and  agreement  of  the  policy. 

The  board  of  directors  is  responsible  for  the  plan- 
ning of  the  organizational  chart  through  which  Pabst  i3  able 
to  limit  the  number  of  individuals  who  report  to  a single 
executive.  The  organizational  chart  also  helps  to  eliminate 
any  needless  activities  of  an  executive,  so  that  he  has  more 
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time  to  devote  to  the  mere  important  items  of  business.  The 
chart  shows  the  duties  of  all  executives  in  the  department 
that  comes  under  their  jurisdiction.  The  president  of  the 
company  and  the  chairman  of  the  board  do  all  the  future 
planning  and  the  plans  are  reviewed  yearly  by  the  president. 
This  serves  as  an  elimination  device  for  useless  suggestions. 
The  *>abst  organization  keeps  a rigid  check  on  the  purchase 
of  new  machinery  or  buildings,  whether  for  storage  or  brew- 
ing. The  executives  base  their  decisions  on  the  actual  need 
of  the  company  and  on  future  expansion.  When  a decision  is 
reached  to  acquire  additional  equipment,  the  purchasing  and 
engineering  departments  are  responsible  for  the  selection. 

The  operating  manager  is  responsible  for  keeping  the  equip- 
ment up  to  date  and  in  perfect  operating  condition.  It  is 
also  his  duty  to  keep  records  of  the  purchase,  repair  and 
disposal  of  all  equipment. 

The  purchasing  department  obtains  all  the  materials 
and  supplies  that  are  needed  to  complete  the  production.  It 
bases  its  decision  upon  production  requirements  and  on  nec- 
essary operating  inventories.  This  department  does  not  have 
an  annual  budget.  It  is  dependent  upon  the  sales  figures 
for  expense  limitation. 

The  labor  supply  is  determined  by  the  actual  produc- 
tion requirements.  The  number  of  workers  is  kept  at  a mini- 
mum by  layoff,  and  hiring  when  necessary.  The  middle  level 
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of  management  is  responsible  for  keeping  the  labor  supply- 
constant  with  production  requirements. 

The  wage  level  for  production  workers  is  determined 
by  the  type  of  work  performed.  The  wage  level  of  clerical 
workers  is  determined  by  the  responsibility  of  the  individ- 
ual worker.  Any  one  of  these  persons  may  be  given  a wage 
increase  depending  upon  his  capability  and  the  merit  of  his 
previous  work.  Pabst  promotes  employees  from  within  if 
capable  personnel  is  available.  Management,  however,  has 
gone  to  the  outside  when  necessary.  A complete  training 
program  is  informal  and  usually  begins  from  5 to  10  years 
in  advance  of  promotion  to  a top  level  executive  position. 

The  nature  of  the  training  i3  the  assignment  of  increased 
responsibilities  as  the  individual  advances  and  matures 
within  the  concern. 

It  is  the  duty  of  the  sales  and  merchandise  depart- 
ments to  determine  and  change  the  line  of  products.  The 
product  line  is  reviewed  periodically  to  eliminate  or  add  to 
these  items.  Norms  and  standards  aid  in  this  activity  as 
well  as  in  insuring  the  maintenance  of  quality,  which  is  the 
responsibility  of  the  quality  control  department.  The  sales 
and  merchandising  departments  are  responsible  for  the  styling 
and  packaging  of  the  finished  product. 

The  top  level  of  management  is  responsible  for  es- 
tablishing current  price  levels,  and  decisions  are  based  on 
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market  trends,  production  costs  and  sales  costs. 

The  director  of  sales  has  the  sole  responsibility  of 
entering  new  market  areas.  He  also  determines  the  number 
and  location  of  warehouse  facilities.  This  executive  is 
instrumental  in  determining  the  methods  and  channels  of  pro- 
duction distribution. 

Production  schedules  and  delivery  dates  are  deter- 
mined by  actual  customer  demand.  Production  requirements 
are  based  upon  the  market  trends  for  the  plans  covering 
periods  from  one  month  to  one  year.  The  executive  utilizes 
this  information  to  anticipate  required  production  and  to 
determine  the  size  and  distribution  of  the  inventory. 

Phoenix  Hosiery  Company 

The  Phoenix  Hosiery  Company  i3  a sixty-eight  year 
old  firm  operating  in  Milwaukee,  Wisconsin.  In  all  of  its 
years,  it  has  never  had  a written  document  stating  the  poli- 
cies of  the  company.  Executives  feel  that  they  do  not  need 
written  rules  or  regulations,  since  they  are  all  part  of  the 
business  and  they  know  how  it  should  function.  All  top  of- 
ficers have  been  brought  up  in  the  firm,  since  all  promo- 
tions are  made  from  within.  It  would  probably  be  incorrect, 
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however,  to  construe  the  absence  of  a regular  policy  to  mean 
that  Phoenix  does  not  have  a policy. 

Five  individuals,  4 of  whom  are  vice-presidents, 
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report  to  the  president.  These  executives  are:  the  vice- 

president  of  manufacturing,  the  vice-president  of  merchan- 
dising, the  vice-president  of  the  men’s  division,  the  con- 
troller (a  vice-president),  and  the  treasurer. 

In  the  women’s  division,  on  a lower  level,  several 
salesmen  report  to  divisional  managers  who,  in  turn,  report 
to  the  vice-president  in  charge  of  merchandising.  In  the 
men’s  division,  however,  the  salesmen  report  directly  to  the 
vice-president  of  the  men’s  division.  The  company  operates 
on  a production  line  basis. 

The  company  president  feels  that  the  organizational 
plan  is  quite  good,  but  executives  are  working  on  a number 
of  minor  changes.  Planning  is  carried  out  by  the  president 
and  a group  known  as  the  executive  development  committee. 
This  committee  is  made  up  of  the  president,  the  vice-presi- 
dents, the  treasurer  and  the  assistant  to  the  president. 
Duties  of  the  executive  committee  involve  an  appraisal  of 
business  slumps  and  a periodic  review  of  the  organizational 
plan.  The  president  decides  as  to  the  length  of  the  inter- 
val of  such  a review.  Other  duties  of  the  committee  include 
development  of  company  allegiance,  review  and  check  of  all 
minor  expenditures;  larger  expenditures  are  checked  by  the 
board  of  directors. 

The  treasurer  and  the  assistant  to  the  president  act 
as  ” catchalls”  to  handle  all  miscellaneous  details.  The 
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treasurer,  with  the  assistance  of  the  financial  committee, 
for  example,  exercises  power  to  review  and  check  expendi- 
tures of  all  types.  The  treasurer  is  also  in  charge  of  ad- 
ministering the  pension  plan  and  controls  the  company* s 
foreign  operations,  conducted  by  an  agency  abroad.  The  as- 
sistant to  the  president  handles  both  governmental  and  pub- 
lic relations  activities,  as  well  as  miscellaneous  duties. 
The  vice-presidents,  who  head  various  divisions,  receive 
counsel  from  the  finance  committee,  purchasing  committee  and 
the  controller.  The  respective  vice-presidents  determine 
prices  and  discounts,  equipment,  selection  and  specifica- 
tions, quantities,  service  styling  and  packaging,  quality 
standards,  product  changes,  market  areas  and  channels.  The 
controller  employs  profit  and  loss  control  manuals,  reports 
and  charts.  The  personnel  department  selects  all  employees 
and  consults  with  the  foremen  before  transfer  of  an  employ- 
ee. Promotion  is  governed  by  the  foreman.  No  system  of 
rating  or  training  has  been  formulized.  Salaries  of  employ- 
ees are  determined  by  the  market  rate,  but  piece  work  is 
based  upon  the  union  contract.  The  financial  committee  of 
the  personnel  department  establishes  occupational  differen- 
tials in  connection  with  the  union. 

Budgets  are  of  prime  concern  to  Phoenix,  for  depart- 
ments have  categories  of  various  expenses. 
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W.  H.  Pipkorn  Company 

The  chief  means  of  control  of  the  W.  H.  Pipkorn 
Company  is  through  its  basic  organizational  structure.  The 
structure  is  determined  by  the  size  of  the  organization  rela- 
tive to  the  number  of  employees,  the  number  of  plants,  the 
output  capacity  and  other  salient  features.  The  method  used 
is  organizational  planning,  which  entails  delegating  author- 
ity, fixing  responsibility,  determining  proper  procedure  and 
planning  future  organizational  changes;  all  this  is  carried 
out  by  the  president  and  the  2 vice-presidents. 

The  greater  part  of  firm  policy  is  decided  by  the 
president  and  the  2 vice-presidents,  however,  approximately 
10  per  cent  is  determined  by  the  department  heads  and  other 
upper  level  executives,  and  approximately  another  10  per 
cent  by  the  lower  echelon  managerial  staff.  Policies  are 
generally  made  known  by  means  of  bulletins  issued  to  all 
employees  concerned.  If  the  interpretation  of  one  of  these 
bulletins  is  questionable,  policy  requires  the  individual  to 
take  it  to  his  immediate  superior  for  clarification.  A de- 
partment head  will  often  recommend  a change  in  policy,  which 
after  consideration  by  the  Big  Three  of  management  is  put 
into  operation. 

The  largest  capital  expenditures  of  Pipkorn  are  for 
its  fleet  of  trucks,  which  number  about  26,  including  2 
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tankers  (for  hauling  bulk  cement),  6 mixers  (ready-mix  con- 
crete trucks),  10  dumps  (sand,  gravel  and  small  orders), 

4 long  flats  (for  large  orders  of  bag  cement),  2 flats  (for 
various  types  of  medium  loads)  and  2 special  service  trucks 
(for  service  calls) • Periodic  checks  are  made  on  trucks  to 
see  whether  or  not  additional  trucks  should  be  purchased  or 
older  ones  scrapped.  Vehicles  are  depreciated  on  the  books, 
and  appropriations  are  set  up  accordingly,  so  as  to  maintain 
an  effective  operating  fleet.  With  a fairly  large  fleet,  2 
mechanics  divide  the  day  and  night  shift.  The  trucks  of  the 
firm  are  kept  for  a much  longer  time  than  profitable  from  a 
maintenance  standpoint.  It  is  questionable  how  effectively 
these  savings  in  capital  outlay  balance  against  maintenance 
costs.  The  operating  expenditures  of  Pipkorn  are  determined 
by  the  Big  Three.  Professional  services,  such  as  legal,  ac- 
counting and  engineering  make  up  only  a small  percentage  of 
the  total  expenditures. 

Quality  of  the  hourly  employee  is  maintained  by  a 
rather  rigid  policy  of  dismissals.  The  firm’s  rather  high 
turnover  rate  may  be  connected  with  such  a policy.  The 
quality  of  staff  and  executive  personnel  is  much  better,  ac- 
cording to  the  president,  who  bases  his  conclusion  on  the 
knowledge  of  executives  of  various  other  firms,  since  he  is 
a member  of  their  boards. 

Employee  relations  are  good,  but  there  have  been 
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several  strikes  in  the  past  5 to  10  years.  These  were  ac- 
centuated by  the  fact  that  the  hourly  rated  employees  belong 
to  the  same  union  which  maintains  control  over  labor  through- 
out the  entire  industry  in  this  field. 

On  the  highest  level,  we  have  the  president  deter- 
mining the  wages  and  salaries  for  the  other  employees.  The 
head  of  the  specific  department  and  the  personnel  manager 
assist  in  such  a determination.  Salary  increases  are  not 
based  on  any  sort  of  job  evaluation.  The  person  who  can 
prove  himself  in  a new  position  is  given  an  adequate  in- 
crease. An  employee  with  a grievance  goes  to  his  immediate 
superior  for  consultation,  and  if  not  satisfied,  he  goes  to 
the  personnel  manager  for  attention.  The  president,  of 
course,  is  the  last  official  to  be  called  upon  to  decide  the 
issue. 

The  basic  work  force  is  determined  by  encouraging 
friends  and  relatives  of  present  employees  to  apply  for 
jobs;  and  if  this  source  is  not  large  enough  to  satisfy  the 
demand,  or  if  the  qualifications  for  a specific  job  cannot 
be  found  in  any  of  these  applicants,  the  company  generally 
seeks  the  aid  of  the  local  paper  in  obtaining  the  requisite 
help. 

Since  this  type  of  work  is  seasonal,  Pipkorn  has  to 
cope  with  adjustments  to  the  rate  of  operation.  This  is  ac- 
complished by  hiring  college  students  during  the  summer 
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months  when  the  season  is  at  its  peak,  and  by  closing  the 
yard  and  have  all  the  hourly  help  enjoy  a 2 or  3 weeks1  va- 
cation over  the  Christmas  holidays  when  business  is  at  its 
lowest  ebb. 

The  line  of  products  and  changes  within  the  line  are 
determined  by  the  president  and  2 vice-presidents.  Since 
Pipkorn’s  main  job  is  warehousing  for  its  dealers,  it  does 
not  have  the  great  merchandising  problem  of  other  companies. 
Its  main  problem  is  service. 

The  problem  of  keeping  facilities  up  to  date  is  han- 
dled by  the  president,  with  the  advice  of  various  department 
heads.  The  yard  facilities,  including  the  fleet  of  trucks, 
are  the  problem  of  the  yard  boss,  who  must  get  the  approval 
for  larger  equipment  from  the  president. 

The  price  and  discount  policies  are  handled  entirely 
by  the  president  and  the  2 vice-presidents.  They  also  de- 
cide what  market  areas  are  to  be  exploited  through  order 
channels,  and  various  other  market  problems. 

The  problem  of  planning  and  co-ordination  is  of 
vital  importance  in  the  type  of  operations  performed  by  this 
company.  The  rate  of  operation  is  determined  by  the  amount 
of  material  the  firm  obtains  from  its  various  manufacturing 
sources.  The  source  of  supply  determines  the  delivery 
dates,  operating  schedule  and  related  activities.  This  is 
one  of  Pipkorn's  greatest  problems.  The  size  of  the  firm 
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has  made  it  necessary  for  the  president  to  be  responsible 
for  governmental  operations,  and  the  2 vice-presidents  and 
the  chief  executive  handle  the  public  and  industrial  rela- 
tionships. The  president,  being  closely  connected  with  at 
least  10  other  firms,  is  certainly  a well-informed  man. 

The  only  steps  taken  to  control  demands  for  the 
services  of  various  departments,  such  as  legal,  research  and 
statistical,  are  those  taken  by  the  president  himself.  The 
method  used  by  Pipkorn  to  relieve  executives  of  unnecessary, 
time  consuming  administrative  details  is  to  have  3 very  de- 
pendable private  secretaries  and  also  to  pass  some  of  the 
work  directly  to  the  department  head  whom  it  concerns. 

The  general  effectiveness  is  measured  by  the  presi- 
dent who  takes  into  account  general  economic  conditions  and 
any  circumstances  that  may  have  caused  disturbance  in  any 
phase  of  the  business.  This  information  is  available  from 
reports,  charts  and  items  of  the  profit  and  control  system. 
Standards  of  performance  act  as  the  measuring  3tick  of  de- 
partmental success. 

The  Prime  Manufacturing  Company 

The  Prime  Manufacturing  Company  has  no  organizational 
charts  in  black  and  white;  the  firm  divides  the  major  activ- 
ities between  2 top-executives,  a secretary  and  a sales  man- 
ager. The  company1 s organization  is  not  subject  to  periodic 
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review.  Management  feels  it  does  not  experience  problems 
typical  of  larger  firms,  such  as  too-finely  divided  func- 
tions and  departmental  allegiance  rather  than  company  loyal- 
ty. Management,  however,  did  profess  that  future  planning 
of  promotions  from  within  is  a company  policy.  The  company 
manufactures  parts  for  steam  locomotives,  which,  admittedly, 
is  a diminishing  industry.  An  attempt  is  being  made  to 
switch  over  to  making  diesel  parts,  and  it  appears  that  a 
carefully  pre-planned  organization  would  be  helpful  to  meet 
this  need. 

The  president  formulates  all  policies  with  the  as- 
sistance of  the  secretary  and  the  sales  manager.  There  are 
no  planned  periodic  conferences  by  the  president  and  the 
executives.  However,  daily  intar-comrauni cation  takes  place 
between  them.  Sight  observations  are  the  only  checks  made 
upon  the  employees’  acceptance  of  company  policies. 

Although  no  budgets  are  made  for  any  expenditures, 
close  checks  are  exercised  over  all  expenditures,  especially 
due  to  the  fact  of  the  diminishing  industry.  Authority  for 
capital  expenditures  is  not  delegated,  and  the  president 
makes  all  decisions  on  this  matter.  Operating  expenditures 
are  approved  by  the  secretary,  who  bases  his  decision  on  the 
output  of  the  past  3 to  6 months.  The  superintendent  of  the 
plant  is  given  a free  hand  on  all  small  expenditures.  Pro- 
fessional services,  although  infrequent,  must  be  approved  by 
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the  president. 

The  plant  superintendent  acts  as  the  personnel  man- 
ager. The  plant  is  not  unionized,  and  the  secretary  handles 
all  grievances.  Workers  are  paid  at  the  going  rate,  no 
more,  no  les3.  Hospitalization  is  the  only  benefit  plan 
utilized,  and  this  is  paid  entirely  by  the  workers  them- 
selves. 

The  decision  of  change  in  the  work  force  is  made  by 
the  plant  superintendent.  The  secretary  also  watches  the 
payroll  to  determine  whether  a change  in  the  income  of  the 
workers  is  necessary.  This  officer  also  takes  the  initia- 
tive for  the  disposal  and  acquisition  of  equipment.  The 
president  is  responsible  for  all  public  and  governmental 
relations. 


Joseph  Schlitz  Brewing  Company 

The  Joseph  Schlitz  Brewing  Company’s  operations  are 
guided  by  the  board  of  directors,  of  which  the  Uehlein  fami- 
ly, the  president  and  3 vice-presidents  are  a part. 

The  board  of  directors  determines  changes  and  re- 
places or  renews  organizational  plans  and  policies.  Bach 
executive  has  clearly  defined  functions  to  perform,  which 
help  maintain  an  efficient  organization. 

Policies  of  the  company  are  determined  by  the  board 
of  directors  and  are  made  known  to  executives  and  3ubordi-’ 
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nate  personnel  by  bulletins,  meetings  anu  other  procedures. 
Operating,  maintenance  and  capital  expenditures  are  reviewed 
and  checked  by  internal  auditing  of  the  purchasing  and  bud- 
get departments.  I4ost  of  the  professional  services  are  per- 
formed by  people  employed  directly  by  Schlitz,  The  internal 
auditing  and  accounting  departments  review  and  check  expen- 
ditures on  outside  contracts. 

Schlitz  hires  men  sent  to  them  by  the  union.  Work- 
ers are  trained  on  the  job  and  rated  by  the  supervisor* 

Staff  and  executive  personnel  are  given  aptitude  tests  and 
are  rated  by  their  superiors.  General  wage  levels  of  pro- 
ductive employees  are  determined  by  job  evaluation.  The  su- 
pervisor has  the  authority  to  recommend  a worker  in  his  de- 
partment for  a pay  increase. 

The  industrial  relations  department  handles  all 
labor  grievances.  The  company  has  the  union  contract  which 
enumerates  the  employees1  benefits,  which  are  handled  by 
the  payroll  department.  The  basic  working  force  is  deter- 
mined by  the  amount  of  business  the  company  enjoys.  The 
force  is  kept  in  adjustment  to  the  changing  rate  of  opera- 
tion by  hiring  temporary  help  for  the  rush  seasons. 

The  merchandising  department  handles  all  merchandise 
operations,  such  as  3tyling  and  packaging.  The  production 
superintendent , under  the  supervision  of  the  board  of  direc- 
tors, selects  and  changes  facilities  and  equipment.  Prices 
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and  discounts  are  determined  by  the  board  of  directors. 

The  sales  department  has  the  authority  to  enter  any 
new  market  areas  or  withdraw  from  existing  areas.  Channels 
and  methods  of  distribution  are  determined  by  the  planning 
committee.  Rate  of  operation  is  determined  by  consumer  de- 
mand. Operating  schedules  and  delivery  dates  are  determined 
by  the  orders  placed  by  the  retailer.  Foreign  operations 
are  handled  by  the  home  office,  and  they  are  handled  as  any 
other  department. 

Executives  are  given  assistants  who  handle  all  time- 
consuming  details.  This  enables  the  executives  to  perform 
other  more  important  tasks. 

A.  George  Schulz  Company 

The  A.  George  Schulz  Company  was  founded  as  a part- 
nership in  the  late  l#SO*s,  and  the  partners  manufactured 
set-up  boxes,  such  as  those  used  in  a department  store.  One 
of  the  partners  died  shortly  after  the  company  was  founded 
and  the  remaining  partner  formed  a closed  corporation  with 
himself  in  complete  control  until  his  death  in  1937.  A 
3trong  believer  in  liberal  policies  and  benefits  for  the  em- 
ployee, the  partner  organized  the  company  into  3 divisions: 
set-up  boxes,  folding  boxes  and  corrugated  boxes.  The  man- 
ager of  the  set-up  division  was  the  head  of  the  company, 
which  was  a closed  corporation,  staffed  primarily  with  rela- 
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tives  and  employees  of  long  standing. 

In  1950,  the  company  merged  with  the  Waldorf  Paper 
Corporation  of  St.  Paul,  Minnesota,  to  take  advantage  of 
Waldorf’s  better  research  and  laboratory  facilities.  Wal- 
dorf also  owns  its  own  paper  mill,  which  insured  the  Schulz 
Company  of  getting  its  necessary  supply  of  paper.  Lack  of 
paper  supply  during  World  War  II  greatly  stymied  Schulz’s 
ability  to  fill  existing  orders.  With  greater  financial 
power  because  of  the  merger,  the  Schulz  Company  was  able  to 
improve  its  machinery  and  production  methods.  The  company 
was  formerly  in  the  complete  control  of  the  president  and  a 
few  friends  of  the  family,  and  the  merger  brought  young, 
qualified  men  into  the  organization  who  were  trained  for  key 
positions.  At  this  time,  the  president  retired  and  the  head 
of  the  folding  box  division  became  the  president. 

Even  today,  the  president  of  the  firm  still  wields 
more  power  than  is  evident  in  most  companies.  Since  new  men 
are  now  being  trained  to  assume  more  responsibility,  company 
operations  and  policies  should  eventually  spread  among  other 
top  officials. 

The  Waldorf  Corporation,  as  the  parent  organization, 
has  final  control  over  organization  planning.  A representa- 
tive makes  semimonthly  visits  to  the  Schulz  Company  to  dis- 
cuss problems.  Before  the  merger,  it  was  a line  organiza- 
tion, but  it  has  developed  into  a line  and  staff  organize- 
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tlon. 

One  of  the  biggest  changes  in  the  Schulz  Company  was 
the  method  of  talking  things  over  between  key  personnel, 
department  heads  and  superintendents  with  the  parent  organi- 
zation. In  achieving  organizational  effectiveness,  the  big- 
best  problem  has  been  in  maintaining  proper  balance  between 
inbreeding  and  inducting  outsiders  into  the  organization. 

New  men  have  been  placed  in  sales,  accounting,  purchasing, 
quality  control  and  factory  management.  In  setting  up  new 
structures  of  management,  new  department  heads  have  been 
named  and  they  are  responsible  for  their  departments.  This 
has  limited  the  number  of  individuals  reporting  to  a single 
executive. 

Company  policies  are  also  determined  through  semi- 
monthly meetings  between  the  board  of  directors  and  the  Wal- 
dorf representatives.  New  policies  are  made  known  to  execu- 
tives and  subordinate  personnel  through  meetings  and  follow- 
up written  notices.  Subsequent  meetings  between  department 
heads  and  those  responsible  for  carrying  out  company  poli- 
cies serve  as  a check  to  insure  compliance  with  these  new 
policies.  Department  and  division  heads  are  expected  to 
suggest  or  recommend  beneficial  changes  at  these  meetings. 

Expenditures  are  almost  fully  in  the  hands  of  the 
president,  but  he  usually  seeks  the  approval  of  the  board  of 
directors.  Waldorf,  of  course,  must  approve  the  major  appro- 
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priations  and  expenditures.  All  materials  and  supplies, 
traveling  expenses,  dues  and  memberships,  donations  and  sub- 
scriptions and  payroll  must  have  the  approval  of  the  presi- 
dent. Department  heads  cannot  increase  the  salary  of  an  em- 
ployee without  the  president’s  approval.  There  is  no  annual 
budgeted  appropriation,  but  this  is  one  of  the  problems 
which  top-management  is  considering. 

The  president  has  charge  of  all  expenditures  for 
professional  services,  but  there  is  no  annual  appropriation 
for  these  services. 

The  personnel  director  is  in  charge  of  employee  re- 
lations, Since  there  is  little  scale  labor  utilized,  it  is 
not  too  difficult  for  an  employee  who  started  as  an  appren- 
tice to  later  become  a pressman.  Most  of  the  jobs  are  re- 
petitive and  the  problem  of  training  is  minor.  Schulz  Com- 
pany maintains  a liberal  attitude  towards  its  employees  and 
dismissal  is  seldom  authorized. 

Staff  and  executive  personnel  are  carefully  screened, 
for  they  are  the  new  blood  of  the  company.  Careful  training, 
including  college  courses,  is  now  a part  of  the  program.  If 
there  are  problems  due  to  personalities,  which  create  per- 
sonnel or  organizational  problems,  the  offender  is  called 
before  the  board  of  directors  for  a personal  interview.  If 
his  poor  behavior  continues,  he  will  be  dismissed.  The  sec- 
retary recalled  only  one  such  instance. 
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The  office  payroll  is  reviewed  by  the  president  and 
the  board  of  directors  semiannually.  At  this  time,  increas- 
es are  awarded  on  a merit  basis,  and  all  office  salaries  are 
kept  in  line  by  those  paid  by  the  parent  organization.  The 
wage  level  of  productive  workers  is  determined  by  union 
scale,  and  workers1  increases  are  established  yearly  through 
union  contract.  New  employees  receive  periodic  raises  which 
are  established  by  the  contract.  It  is  a rare  occasion  when 
a productive  worker  is  given  a merit  increase.  Company  and 
union  officials  hold  monthly  meetings  to  discuss  problems. 
There  are  few  employer-employee  problems.  For  any  that  do 
arise,  personal  talks  are  the  chief  means  of  settlement;  and 
grievances,  which  have  been  submitted  to  the  foreman,  in 
writing,  are  discussed  among  the  foreman,  plant  superintend- 
ent and  personnel  director,  who  answers  the  grievance  with- 
in 4#  hours. 

The  seasonal  demands  of  the  industry  determine  the 
basic  labor  force.  Christmas  orders  make  the  late  summer 
months  those  of  highest  activity.  During  slack  periods, 
usually  January  and  February,  there  are  layoffs,  and  summer 
help  is  necessary  during  the  rush  season.  The  plant  super- 
intendent is  responsible  for  the  labor  force. 

All  boxes  are  determined  and  changed  according  to 
customers’  specifications.  It  is  interesting  to  note  that 
the  set-up  division  is  rapidly  becoming  smaller  as  the  use 
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of  the  folding  box  increases.  The  folding  box  can  be  manu- 
factured at  a cheaper  cost,  according  to  customer  specifi- 
cations. Introduction  of  new  machinery,  such  as  the  3-color 
rotary  press  has  made  the  set-up  box  very  attractive  in  ap- 
pearance. The  raanager  determines  the  standard  of  quality 
along  with  the  quality  control  manager. 

Department  heads  are  responsible  for  keeping  company 
facilities  up  to  date  and  competitive.  They  are  responsible 
for  the  abandonment,  dismantling  and  disposal  of  facilities 
and  the  selection  of  any  new  equipment  and  facilities.  All 
such  are  now  subject  to  Waldorf’s  approval. 

The  rate  of  operation  is  determined  by  the  customers’ 
desire  and  scheduling.  This  may  involve  a short-term  rate 
of  operation;  however,  for  steady  customers  the  most  econom- 
ical production  run  is  on  an  annual  basis,  and  the  company 
warehouses  the  boxes  for  them.  All  operating  schedules  and 
delivery  dates  are  determined  by  customers*  demands  and  the 
inventories  are  determined  by  the  size  of  the  orders. 

The  president  generally  has  charge  of  all  external 
relations.  The  personnel  director  assists  him  with  public 
contacts  and  the  controller  aids  in  governmental  contracts. 

Demands  upon  the  executives’  time  have  been  a great 
problem  in  the  past.  Competent  secretaries  and  new  admin- 
istrative assistants  are  now  assuming  many  of  the  details. 

The  company  feels,  however,  that  too  many  details  which 
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should  be  delegated  are  still  in  the  hands  of  the  top  offi- 
cials. 

The  company* s general  effectiveness  has  improved 
since  its  merger,  A budget  is  now  in  the  process  of  being 
established.  Profit  and  loss  control  has  become  effective 
for  insuring  standards,  improving  production  techniques  and 
eliminating  waste.  An  International  Business  Machine  in- 
stallation, which  has  taken  over  accounting,  payroll,  re- 
ports and  charts,  has  proved  effective  and  has  eliminated 
unnecessary  checking  by  personnel. 

Sid-Harris  Sportswear  Incorporated 

The  Sid-Harris  Sportswear  Incorporated  is  a manufac- 
turer of  women’s  sports  wear.  The  firm  is  located  in  Mil- 
waukee, Wisconsin,  and  it  maintains  a selling  office  in  New 
York. 

Basically,  the  corporation  is  organized  according  to 
the  line  method  of  operation,  which  has  been  determined  by 
the  board  of  directors  according  to  the  be3t  needs  of  the 
company. 

At  periodic  meetings — about  every  3 months— the 
board  of  directors  meets  with  the  president  and  the  vice- 
president  to  plan  for  the  future,  and  through  discussion  re- 
view the  general  effectiveness  of  policies  followed  in  the 
past.  In  this  way,  they  can  determine  whether  particular 
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policies  should  be  continued,  emphasized  or  dropped. 

Through  various  methods,  management  has  met  problems 
inherent  in  achieving  organizational  effectiveness.  Through 
development  of  office  personnel  and  proper  distribution  of 
duties  and  responsibilities,  it  has  prevented  the  accumula- 
tion of  miscellaneous  and  unrelated  activities  under  a 
single  individual.  By  not  placing  too  much  responsibility 
on  an  executive  and  by  giving  him  duties  which  he  is  best 
equipped  to  perform,  management  has  adjusted  the  scope  of 
executive  positions  to  the  individual.  By  giving  employees 
a sense  of  responsibility  through  an  effective  delegation 
of  work,  Sid-Harris  has  developed  company  allegiance.  There 
has  been  no  limit,  however,  to  the  number  of  individuals  re- 
porting to  one  executive. 

The  board  of  directors  is  responsible  for  policy  de- 
termination. Discussion  is  held  on  various  problems  and 
from  these  discussions,  decisions  are  reached.  Policies  are 
later  made  known  to  executive  and  subordinate  personnel 
through  meetings  with  their  supervisors.  Department  heads 
are  responsible  for  the  correct  interpretation  of,  and  the 
compliance  with  company  policies  by  their  subordinates.  De- 
partment heads  are  expected  to  make  recommendations  for 
changes  in  policy. 

There  is  no  budget  control  for  capital,  maintenance 
or  operating  expenditures.  Monthly  trial  balances  and  bi- 
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monthly  operating  statements  provide  a careful  check  on  such 
expenses.  Computed  ratios  and  percentages  compare  various 
periods.  The  head  accountant  and  the  board  of  directors 
frequently  review  these  statements  with  the  officers  of  the 
company.  Minor  executives,  however,  are  not  called  into 
these  meetings,  since  very  little  authority  is  delegated  to 
the  lower  levels  of  management.  Authority  is  only  delegated 
where  necessary  and  management  feels  that  minor  executives 
can  contribute  very  little  to  these  meetings. 

Operating  expenditures  for  materials,  supplies, 
traveling  expenses,  payroll  and  other  items  are  checked 
through  a sampling  of  receipts,  a sample  audit  of  invoice 
extensions  and  by  examination  of  the  operating  statement. 
Subsidiary  cost  records  are  maintained,  and  these  are  also 
periodically  reviewed  along  with  expenditures  for  profes- 
sional services.  When  outside  contracts  are  negotiated,  the 
2 chief  executives  carefully  review  estimates  and  consider 
other  available  information  (often  computed  and  certified  by 
public  accountants)  before  decisions  are  made. 

The  company  maintains  excellent  relations  with  its 
employees.  It  is  the  responsibility  of  the  department  heads 
to  maintain  the  quality  of  the  employees*  work.  These  exec- 
utives are  responsible  for  the  selection,  training,  rating 
and  transfer  of  the  hourly  employees,  but  the  personnel  di- 
rector performs  these  functions  for  the  executive  personnel. 
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The  personnel  director  is  also  charged  with  the  responsibil- 
ity of  maintaining  the  quality  of  leadership,  although  he 
seldom  finds  this  task  necessary.  Serious  personnel  or  or- 
ganizational problems  arising  with  respect  to  employees  in 
key  positions  would  be  referred  to  the  board  of  directors 
for  a suitable  solution. 

The  2 chief  executives  determine  the  general  wage 
level  for  productive  and  clerical  employees  according  to 
prevailing  wage  rates.  It  is  the  responsibility  of  the  de- 
partment heads  to  establish  occupational  differentials;  they 
also  suggest  individual  wage  or  salary  advances,  which  are 
subject  to  the  approval  of  higher  management.  The  salaries 
above  a certain  level  are  based  on  a job  evaluation  plan. 

The  company  has  no  union.  The  personnel  department, 
headed  by  one  of  the  chief  executives,  settles  grievances 
if  the  department  head  and  his  subordinates  cannot  agree 
upon  a decision.  Insurance  and  other  benefit  plans  are  de- 
cided by  the  chief  executive. 

The  manpower  need  is  determined  by  the  analysis  of 
past  sales  and  an  estimate  of  the  production  needed  to  fill 
expected  sales.  The  company  has  tried  to  smooth  out  fluc- 
tuations in  production  to  avoid  hiring  and  layoffs  in  rush 
and  slack  seasons.  Occasionally,  a review  is  made  to  elim- 
inate nonessential  work,  but  this  has  usually  proved  unnec- 
essary, The  president  and  the  vice-president  of  the  company 
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are  responsible  for  increasing  or  decreasing  the  work  force. 

The  principal  products  of  the  company  are  women’s 
skirts  and  blouses.  The  line  is  subject  to  periodic  review, 
3ince  women’s  styles  change  quite  frequently.  The  designing 
department  is  responsible  for  new  styles,  and  records  are 
kept  of  sales  of  particularly  high-style  merchandise,  so 
that  the  company  knows  when  to  stop  the  manufacture  of  these 
items.  The  company  maintains  a rigid  inspection  policy  and 
the  shipping  department  is  responsible  for  packaging  orders 
and  getting  them  on  their  way. 

The  president  and  the  vice-president  are  responsible 
for  keeping  facilities  up  to  date  and  competitive.  These 
men  are  also  responsible  for  the  abandonment  and  disposal  of 
old  facilities  and  the  specification  and  selection  of  new 
equipment.  The  executive  in  charge  of  sales  determines 
price  policies  and  practices.  A discussion  of  costs  and 
general  market  conditions  is  undertaken  before  prices  are 
changed  and  discounts  to  be  allowed  are  determined. 

The  president  and  the  vice-president  have  the  au- 
thority to  enter  new  markets,  withdraw  from  existing  markets 
and  determine  the  means  of  distribution.  The  transportation 
facilities  to  be  used  are  decided  upon  by  the  chief  execu- 
tives; these  decisions  usually  depend  upon  the  shipping  dis- 
tance and  the  distance  from  the  retailer.  The  company  main- 
tains no  warehouses. 
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Sid-Harris  practices  long  range  planning  for  a peri- 
od of  from  6 to  12  months.  The  rate  of  operation  is  deter- 
mined by  orders  and  anticipated  sales,  and  inventories  are 
also  determined  at  that  time.  In  this  connection,  finance, 
personnel  and  sales  programs  are  integrated  both  as  to  rate 
and  to  time.  Production  is  scheduled  in  accordance  with  the 
promised  delivery  date. 

The  company  carries  on  no  foreign  relations,  and  all 
external  relationships  are  under  the  jurisdiction  of  the 
president  or  vice-president.  No  separate  departments  are 
maintained  for  research,  engineering  or  statistics.  In 
order  to  relieve  executives  of  unnecessary  and  time  consuming 
administrative  details,  the  less  important  work  is  assigned 
to  subordinates  who  have  been  trained  to  handle  it.  Home 
office  demands  upon  salesmen  are  controlled  by  periodic  re- 
ports and  these  reports  are  designed  so  that  the  salesmen 
can  complete  them  in  a minimum  amount  of  time  and  still  fur- 
nish the  office  with  the  necessary  information.  Reports  of 
this  type  are  submitted  weekly. 

In  the  past,  Sid-Harris  has  operated  v/ithout  a bud- 
get and  management  will  continue  this  practice.  A periodic 
review  is  made  of  cost  records,  and  the  operating  statement 
serves  as  the  company's  main  tool  in  determining  the  general 
effectiveness  of  its  practices  and  policies.  Little  author- 
ity is  delegated  downward  from  the  president  and  the  vice- 
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president,  who  assume  most  of  the  responsibility. 

Slocum  Hat  Corporation 

The  Slocum  Hat  Corporation’s  organizational  plan  is 
reviewed  every  6 months  by  a meeting  of  the  officers.  Com- 
pany policies  which  have  been  determined  by  the  board  of  di- 
rectors are  made  known  to  executive  and  subordinate  person- 
nel through  written  reports.  Policies  are  checked  periodi- 
cally in  a conference  also  attended  by  department  heads. 
Capital  expenditures  are  reviewed  monthly  at  a meeting  of 
the  board  of  directors  following  a review  of  actual  and  bud- 
geted appropriations.  Maintenance  expenditures  are  checked 
in  each  department  and  approved  by  the  superintendent.  The 
treasurer  appears  to  have  full  control  over  operating  ex- 
penditures and  professional  services. 

Prospective  employees  are  given  aptitude  tests,  and 
if  hired,  are  trained  on  the  job.  Their  performance  is  re- 
viewed by  the  supervisor  and  officers.  Wage  levels  are  gen- 
erally the  same  as  those  in  other  industries  in  the  Milwau- 
kee area. 

The  personnel  function  has  been  reduced  almost  sole- 
ly to  record  keeping.  The  number  of  employees  necessary  for 
effective  operation  is  determined  by  the  superintendents  and 
their  assistants. 

The  line  of  products  is  determined  and  changed  ac- 


cording  to  the  sale 3 demand.  The  vice-president  in  charge 
of  sales  is  responsible  for  all  merchandising  considera- 
tions. The  president  and  the  vice-president  of  sales  have 
the  authority  to  fix  prices  and  policy  practices. 

The  superintendent  of  specifications  selects  and 
directs  the  maintenance  of  all  facilities. 

The  officers  and  the  board  of  directors  determine 
whether  new  market  areas  are  to  be  entered  or  any  markets 
utilized.  The  rate  of  operation,  or  volume  of  production, 
is  determined  by  the  amount  of  orders  and  production  capa- 
city. 

A.  0.  Smith  Corporation 

The  A.  0.  Smith  Corporation  is  a leading  producer  of 
capital  goods  for  large  scale  industries,  such  as  automo- 
tive, petroleum  and  chemicals.  It  is  also  an  important  pro- 
ducer of  products  for  the  home,  such  as  water  heaters  and 
space  heaters;  and  products  for  the  farm,  3uch  as  electric 
motors,  pumps,  gas  storage  tanks  and  a new  type  of  crop 
storage  unit  called  the  "Harve store."  Some  of  these  items 
are  produced  in  branch  plants  in  Houston,  Texas,  Kankakee, 
Illinois  and  Los  Angeles,  California. 

The  suggestions  pertaining  to  policies  are  submitted 
by  various  members  of  the  organization.  They  are  studied 
and  reviewed  by  the  3taff  of  certain  departments  and  sub3e- 
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quently  sent  to  the  general  manager  Tor  his  approval.  Sug- 
gestions are  then  sent  to  the  executive  group  for  final  rat- 
ification before  becoming  company  policies.  Policies  are 
checked  monthly  and  various  departments  may  recommend 
changes  to  the  general  office,  where  staff  specialists  check 
such  requests  and  advice  accordingly.  One  policy  of  the  or- 
ganization is  to  investigate  the  staff  itself. 

Requests  for  appropriations  are  received  by  manage- 
ment and  a common  sense  appraisal  is  utilized.  If  the  ex- 
penditure exceeds  the  appropriation,  the  approval  of  a high 
authority  is  necessary.  Yearly  budgeting  of  expense  varies 
with  each  department  due  to  the  differences  in  volume  of  the 
articles  produced.  All  outlays  are  reviewed  monthly  and 
compared  with  the  usual  estimates.  Each  division  is  respon- 
sible for  keeping  its  expenses  under  control. 

Unusual  traveling  or  entertaining  expenses  must  be 
approved  in  advance  by  the  department  head.  Professional 
services  involve  outside  accounting  and  auditing  and  legal 
expenses* 

The  vice-president  of  industrial  relations  takes  a 
leading  role  in  union  negotiation  and  other  personnel  func- 
tions. Executive  personnel  are  given  psychological  tests  at 
the  time  of  the  initial  interview,  and  this  aids  in  the  de- 
termination of  whom  to  hire. 

The  A.  0.  Smith  Corporation  makes  a continual  effort 
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to  eliminate  work  which  is  nonessential,  and  it  bases  the 
work  force  upon  the  workload. 

The  firm  employs  many  engineers  who  perform  various 
duties.  A recent  project  involved  the  construction  of  a 
glass-lined  hot  water  heater.  Other  engineers  are  respon- 
sible for  keeping  machinery  up  to  date,  surveying  the  idle 
plants,  dismantling  and  disposing  of  machinery  and  other 
specialised  duties. 

Planning  precedes  production  by  at  least  one  year, 
in  most  cases.  Departments  such  as  finance,  procurement, 
personnel,  and  sales  must  be  consulted  so  that  a sound  pro- 
cedure can  be  worked  out  for  each  project. 

Smith  Engineering  Works 

The  Smith  Engineering  Works  is  located  in  Milwaukee, 
Wisconsin,  and  it  designs,  develops  and  manufactures  a com- 
plete line  of  quarry  machinery. 

The  basic  organizational  structure  is  composed  of  a 
president,  an  executive  vice-president  and  5 other  vice- 
presidents.  The  organization  is  departmentalized.  There 
are  vice-presidents  in  charge  of  drafting,  engineering  and 
foreign  trade.  No  definite  plan  of  organization  has  been 
worked  out,  and  present  plans  are  merely  subject  to  monthly 
and  annual  review  by  the  stockholders. 

Management  has  complete  control  of  policy  and  other 
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major  decisions.  The  president  interprets  present  policies 
jointly  with  other  executives  by  calling  a meeting  if  the 
situation  warrants  such  action.  There  is  no  definite  ex- 
penditure or  appropriation  budget.  Major  capital  expendi- 
tures are  approved  by  the  board  of  directors,  which  meets 
twice  a year.  Operating  and  maintenance  expenditures  are 
made  by  an  office  manager,  who  has  been  delegated  this  func- 
tion. 

Quality  of  personnel  is  determined  by  testing  new 
employees  for  positions  and  by  actual  on  the  job  training. 
While  there  is  no  definite  rating  system,  employees  who  have 
proved  themselves  are  promoted  from  within.  The  company  be- 
lieves that  unity  is  created  by  the  promotion  of  present 
capable  employees  before  outside  help  is  sought  to  fill  po- 
sitions opened  by  expansion  or  promotion.  Staff  and  execu- 
tive personnel  are  also  promoted  in  this  manner,  but  their 
advancement  must  be  voted  upon  by  the  board  of  directors. 

The  basic  work  force  of  Smith  Engineering  is  deter- 
mined by  the  flow  of  orders  coming  into  the  plant.  Wages  of 
employees  are  determined  by  the  type  of  work,  volume,  will- 
ingness to  work  and  seniority.  Salaries  above  $4,000  a year 
are  based  on  a job  evaluation  plan.  There  is  no  delegation 
of  authority  for  the  advancement  of  individual  wages  or  sal- 
aries. Job  forces  are  expanded  or  contracted  to  adjust  to 
the  rate  of  operation  under  the  authority  of  the  vice-presi- 
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cient  in  charge  of  works#  Wo  periodic  review  to  eliminate 
nonessential  work  or  to  maintain  the  force  at  an  economic 
minimum  exists.  The  production  manager  is  authorized  to 
work  with  the  union  to  settle  labor  problems  which  necessi- 
tate bargaining.  Procedure  for  handling  individual  griev- 
ances is  through  the  office  manager;  cases  affecting  his 
employees,  as  well  as  shop  grievances,  are  settled  jointly 
with  the  union. 

Top-management,  however,  has  control  over  the  line 
oi  products,  standards  of  quality  and  the  specifications  and 
selection  of  equipment  and  facilities.  One  executive  deter- 
mines the  methods  of  marketing,  storage,  channels  and  meth- 
ods of  distribution.  Tools  of  measurement  utilized  by  Smith 
engineering’s  personnel  include  work  and  process  charts, 
complete  machine  charts  and  labor  and  inventory  reports. 

Square  D Company 

The  basic  organizational  structure  of  the  Square  D 
Company  is  determined  by  the  stockholders,  board  of  direc- 
tors, president  and  the  heads  of  the  various  plants  that 
make  up  the  company.  The  structure  is  further  developed  by 
the  personnel  and  staffs  of  the  various  plants.  For  future 
expansion,  college  graduates  will  be  trained  to  fill  posi- 
tions in  the  organization.  All  future  plans  are  decided  by 
the  board,  and  individuals  within  the  organization  are 
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charged  with  the  responsibilities  for  enforcement.  The 
board  of  directors  appoints  a committee  which  reviews  the 
organizational  plan  quarterly  to  keep  the  firm  up  to  date 
and  competitive  with  other  industries  in  the  field.  Effec- 
tiveness of  the  organization  is  also  maintained  by  proce- 
dures and  effective  supervision  of  executives. 

These  men  are  assigned  separate  functions  and  each 
man  has  his  duties  clearly  outlined.  The  board  of  directors 
determines  major  organizational  policies  which  are  made 
known  to  executives  and  subordinate  personnel  by  means  of 
Standard  Practice  Instructors’  Sheets  and  other  special  in- 
structions. Checks  are  provided  on  interpretation  of  and 
compliance  with  these  policies  by  department  heads  and  the 
internal  auditing  system.  Division  heads  may  recommend 
changes,  but  the  executive  committee  must  act  on  them  before 
they  actually  become  operative. 

The  budget  for  capital  expenditures  is  set  up  in 
December  for  the  following  year  and  is  reviewed  quarterly  by 
the  board  to  see  that  it  is  effective  and  up  to  date.  Main- 
tenance and  operating  expenditures  are  also  budgeted  and 
follow  the  same  plan  as  the  capital  outlays.  Outside  con- 
tracts which  are  negotiated  must  be  approved  by  the  officers 
of  the  corporation. 

The  labor  force  is  trained  on  the  job  and  in  some 
cases  sent  to  school  to  be  taught  aspects  of  the  job.  Every 
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6 months,  the  employee  is  called  into  the  office  and  inter- 
viewed to  see  whether  he  is  fit  for  a promotion  or  raise. 

In  cases  where  transfer  would  be  advisable  for  the  individ- 
ual and  the  company,  a transfer  is  made.  In  some  cases,  the 
employee  must  be  released  from  the  firm.  In  such  cases,  the 
employee  is  given  all  possible  help  to  secure  future  employ- 
ment. Executive  personnel  are  selected  as  potentially  good 
leaders,  and  these  men  receive  on  the  job  training  and  spe- 
cial schooling.  The  wage  level  of  productive,  clerical, 
supervisory  and  staff  employees  is  determined  on  the  basis 
of  area  ranges,  subject  to  biyearly  revision.  Pension,  in- 
surance and  other  employee  benefits  are  decided  upon  by  the 
board  of  directors,  aided  by  outside  consulting  firms  who 
aid  the  board  in  these  plans. 

The  basic  labor  force  is  determined  through  a study 
of  finished  goods  which  the  company  intends  to  sell  over  a 
given  period  of  time.  This  estimate  is  broken  down  into  man 
hours  and  the  number  of  men  needed  to  fill  all  job  require- 
ments. The  demand  for  the  company’s  products  and  scientific 
advances  of  the  industry  are  carefully  watched.  Standard  of 
quality  is  maintained  at  a high  level  at  all  times  and  the 
vice-president  in  charge  of  operations  i3  responsible  for 
keeping  the  firm  operating  on  an  economical  standard.  The 
vice-president  in  charge  of  sales  must  see  that  the  Square 
D’s  products  remain  competitive  with  other  producers.  Sales 
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also  decides  the  location  and  extent  of  warehouses,  market 
service  facilities,  and  channels  and  methods  of  distribu- 
tion. 

Time  consuming  administrative  details  are  often 
passed  on  to  executive  assistants,  and  this  service  is  an 
indication  of  effective  utilization  of  the  executive’s  time. 

Stolper  Steel  Products  Corporation 

The  Stolper  Steel  Products  Corporation  is  located  in 
Menomonee  Palls,  Wisconsin,  about  20  miles  from  Milwaukee. 
The  plant  was  formerly  located  in  Milwaukee,  but  5 years  ago 
it  was  moved  to  a small  town  location  to  take  advantage  of  a 
tax  reduction  rate. 

The  firm’s  basic  structure  was  originally  determined 
by  the  founders  and  the  board  of  directors.  The  board  of 
directors,  the  president  and  the  general  manager  are  respon- 
sible for  any  future  plans.  These  plans  are  determined  on 
the  basis  of  past  experiences  and  the  desired  goals.  The 
organizational  plan  is  subject  to  quarterly  review,  unless 
one  is  required  more  often  by  top-management. 

Whenever  possible,  the  policy  of  promotion  from 
within  is  utilized.  Stolper  feels  that  a knowledge  of  plant 
policies  and  facilities  is  an  important  asset  to  any  indi- 
vidual employed  by  the  firm.  The  controller,  personnel  man- 
ager and  the  vice-president  in  charge  of  production  did  not 
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feel  that  the  company  had  problems  in  achieving  organiza- 
tional effectiveness.  Apparently,  management  did  not  attach 
a great  deal  of  significance  to  such  difficulties. 

Policy  in  Stolper  is  determined  at  the  meetings  of 
top-management,  and  it  is  made  known  to  personnel  through  a 
policy  manual.  Department  heads  are  expected  to  recommend 
changes  in  policy  to  their  superiors  because  of  the  proxim- 
ity of  these  men  to  the  problems.  The  only  check  provided 
as  to  compliance  with  and  interpretation  of  company  policies 
is  the  general  efficiency  of  functions  and  operation  and  the 
over-all  morale  of  the  workers. 

Appropriations  and  expenditures  for  maintenance, 
operating  expenses,  professional  services  and  capital  expend- 
itures are  budgeted  semiannually  and  are  subject  to  monthly 
review.  Very  minor  expenditures  are  approved  by  department 
heads,  but  major  items  must  be  approved  by  top-management. 

Responsibility  for  outside  contracts  is  delegated  to 
the  engineering  level,  and  a representative  of  the  engineer- 
ing department  is  put  in  charge  of  each  subcontracted  job. 
This  expense  is  not  budgeted,  but  it  is  determined  on  the 
basis  of  volume  and  it  is  classified  as  an  inventory  item.  . 

The  quality  of  hourly  employees  is  maintained 
through  Initial  selection,  on  the  job  training,  job  evalua- 
tion, transfer  in  some  cases,  and  if  this  fails,  dismissal. 

The  quality  of  staff  and  executive  personnel  is 
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maintained  in  much  the  same  way  a3  that  of  hourly  employees, 
only  on  a higher  level.  If  personnel  problems  arise  because 
of  personalities,  or  other  causes,  in  any  key  position,  top- 
management  appraises  all  the  pertinent  facts  and  then  pro- 
ceeds to  rectify  the  situation. 

The  wage  level  of  productive  workers  is  determined 
on  the  basis  of  job  classification,  seniority  and  the  ef- 
forts and  results  of  collective  bargaining.  The  wages  of 
supervisory  and  staff  employees  are  supposedly  commensurate 
with  the  responsibility.  Occupational  differentials  are  de- 
termined by  the  foremen* s appraisals  and  recommendations. 
Individual  wage  and  salary  advances  are  recommended  by  de- 
partment heads  and  approved  by  top-management. 

The  personnel  department  consists  of  the  personnel 
director  and  his  assistant.  Requests  from  the  operative 
level  are  referred  to  the  personnel  director  in  writing,  and 
the  director  is  fully  responsible  for  attempting  to  recon- 
cile the  viewpoints  of  management  and  the  union.  Pensions, 
insurance,  and  other  employee  benefits  are  determined  by 
top-management • 

The  basic  work  force  is  determined  by  the  requisite 
labor  hours  based  upon  production  schedules.  Adjustments  to 
changes  in  the  rate  of  operation  are  held  to  a minimum  by 
production  control  and  plant  loading.  Actual  changes  in  the 
work  force  are  made  on  the  foreman  level. 
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Since  Stolper  is  basically  a job  shop,  their  product 
line  is  determined  by  customers*  needs.  Stock  requirements 
are  maintained  for  standard  items  in  the  line.  Quality  is 
maintained  through  inspection.  Styling  and  packaging  are 
the  responsibility  of  the  engineering  department. 

The  plant  engineer  and  the  industrial  engineer  are 
responsible  for  keeping  facilities  up  to  date  and  competi- 
tive, determining  specifications  and  selecting  and  disposing 
of  machinery.  All  recommendations  are  subject  to  the  action 
of  the  plant  manager. 

Tiie  sales  manager  is  responsible  for  price  policies. 
The  sales  and  accounting  departments  are  notified  of  all 
prices  and  discounts  by  the  sales  manager.  Decisions  of  in- 
creasing or  decreasing  a given  sales  area  are  made  by  the 
3ales  manager,  who  also  determines  the  methods  of  distribu- 
tion. The  rate  of  plant  operation  is  fixed  on  the  basis  of 
order  and  shipment  co-ordination.  Sales  are  forecast  6 
months  in  advance.  Finance,  procurement,  production,  per- 
sonnel and  sales  are  all  integrated  both  as  to  rate  and  time 
involved.  Delivery  dates  are  determined  by  customers* 
needs,  and  operating  schedules  are  adjusted  to  conform. 

Size  of  inventory  is  determined  by  ratio  of  material  to 
sales. 

External  relationships  are  taken  care  of  by  the  per- 
sonnel director.  In  the  area  of  public  relations,  the  con- 
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troller  handles  industrial  relations  and  governmental 
matters.  The  judgment  of  top-management  determines  the 
restrictions  placed  upon  such  services  as  research,  engineer- 
ing, statistical  and  legal.  Executives  are  relieved  of  un- 
necessary and  time  consuming  details  by  channeling  such  mat- 
ters to  the  subordinates*  Performance  is  measured  and  con- 
trol is  exercised  at  Stolper  by  a budget  which  is  highly  re- 
spected and  closely  followed.  Profit  and  loss  control  is 
scrutinized  by  top-management,  and  cost  control  is  reviewed 
by  department  heads.  Manuals  are  used  to  determine  the  pro- 
cedure, and  reports  and  charts  show  weekly  expenses  and  ef- 
ficiency, and  deviations  of  any  procedure  from  standard  is 
noted. 

W.  F.  Thiele  Company 

The  W.  F.  Thiele  Company  is  a Milwaukee  concern 
which  employs  about  150  people.  The  basic  structure  of  the 
firm  is  determined  by  the  type  of  production  and  the  number 
of  processes  involved  before  the  finished  product  is 
evolved.  The  production  consists  of  several  processes,  and 
the  assembly  line  of  operation  is  utilized.  The  board  of 
directors  gives  a general  practical  organizational  plan  to 
the  president,  who  is  responsible  for  making  it  more  speci- 
fic. Organizational  planning  is  timed  well  in  advance,  and 
the  future  planning  has  always  worked  out.  Due  to  the  size 
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of  the  company,  the  organization  planning  is  not  subject  to 
periodic  reviexv,  and  the  basic  plan  is  seldom  altered  or 
changed.  To  achieve  organisational  effectiveness,  much  ana- 
lysis and  other  means  of  measuring  effectiveness  have  been 
tested  and  tried  in  the  plant. 

The  company  has  a limited  number  of  individuals  re- 
porting to  a single  executive,  and  individuals  who  do  report 
to  a single  executive  have  material  that  is  closely  related. 
Loyalty  to  the  firm  itself  is  promoted  instead  of  mere  de- 
partmental loyalty.  Duties  and  responsibilities  of  an  exec- 
utive position  can  be  adjusted  to  the  individual  if  the  in- 
dividual does  not  have  the  ability  and  experience  to  handle 
the  position.  Outsiders  are  brought  into  the  company  rather 
slowly,  and  they  are  not  merely  thrown  into  contact  with 
others  in  the  organization;  a policy  of  careful  indoctrina- 
tion is  practiced. 

The  company’s  policy  is  detex-mined  by  the  board  of 
directors,  who  notify  executives  and  subordinate  personnel  by 
means  of  policy  and  procedural  manuals.  Department  heads 
are  encouraged  to  make  recommendations  regarding  changes  in 
policy,  subject  to  action  of  higher  authority.  Various  ex- 
ecutives are  responsible  for  the  explanation  of  company  pol- 
icy to  all  new  employees. 

All  capital  expenditures  must  be  approved  by  the 
president  after  recommendations  from  the  various  levels  of 
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management.  W.  F.  Thiele  has  a total  annual  budgeted  appro- 
priation  but  does  not  have  a definite  appropriation  for  each 
department,  '’’he  engineer  controls  the  maintenance  expendi- 
tures, and  various  levels  of  management  offer  suggestions. 
Traveling  expenses  and  the  payroll  are  operating  expendi- 
tures that  are  reviewed  and  controlled  by  the  president. 

The  purchasing  agent,  however,  takes  care  of  materials  and 
supplies,  and  company  policy  governs  the  purchases.  Profes- 
sional services  consist  mainly  of  accounting. 

The  quality  of  hourly  employees  is  maintained 
through  careful  selection  and  training  of  all  workers.  Pro- 
motions from  within  the  company  are  made  on  the  basis  of 
ability,  and  workers  may  be  dismissed  because  of  inefficien- 
cy. Staff  and  executive  personnel  are  trained  on  the  job 
and  transfers  seldom  occur  because  of  the  size  of  the  com- 
pany. Ability,  qualifications  and  experience  are  the  basis 
for  most  promotions  in  the  company.  The  firm  has  experi- 
enced very  few  cases  where  key  personnel  have  had  to  be  re- 
moved because  of  personality  clashes. 

The  general  wage  level  of  the  supervisory  and  cleri- 
cal workers  i3  determined  by  the  president,  and  the  union 
contract  determines  the  wage  of  the  productive  worker.  Sal- 
aries  above  a certain  level  are  partly  based  on  a job  evalu- 
ation program.  In  collective  bargaining,  the  responsibility 
and  authority  are  delegated  to  the  association  labor  commit- 
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tee,  but  it  must  be  ratified  by  individual  eniployees.  All 
grievances  are  reported  to  the  chief  steward,  who  meets  vlth 
the  business  agent,  as  well  as  management,  to  settle  the 
grievance.  The  chief  function  of  the  personnel  department 
is  record  keeping  and  payroll.  Industrial  relations  are 
handled  by  departmental  supervisors.  Authority  for  adminis- 
tering pension,  insurance  and  other  employee  benefit  plans 
is  vested  in  top-management. 

The  basic  work  force  is  determined  by  the  number  of 
people  required  to  operate  the  plant  in  accordance  with 
sales.  The  foreman  has  the  authority  to  request  additional 
help,  and  a joint  conference  with  the  plant  superintendent 
is  required  before  the  work  force  is  increased.  These  men 
conduct  a monthly  review  to  eliminate  nonessential  work. 

The  merchandising  committee  determines  the  line  of 
products,  subject  to  periodic  review.  A tasting  panel  helps 
to  maintain  the  standard  of  quality.  The  merchandising  com- 
mittee is  responsible  for  such  other  functions  as  guaran- 
tees, styling  and  packaging. 

The  engineer  is  responsible  for  keeping  facilities 
adequate  and  up  to  date,  but  he  does  not  do  the  actual  pur- 
chasing. Responsibility  for  abandonment,  dismantling  and 
disposal  of  facilities  is  vested  in  the  maintenance  depart- 
ment. The  engineers  are  responsible  for  the  selection  and 
specification  of  equipment. 
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Top-management  has  the  authority  for  price  policies 
and  practices,  and  the  procedure  of  changing  prices  and  dis- 
counts is  based  upon  weekly  cost  figures.  "1)0  sales  manager 
has  the  authority  for  entering  new  market  areas  or  x-rithdrew- 
ing  from  existing  areas.  Market  service  facilities,  such  as 
the  location  and  extent  of  warehouses,  are  determined  by  the 
engineers. 

The  rate  of  operation  is  determined  by  the  daily  in- 
ventory, and  the  time  period  is  one  week.  A rate  and  time 
period  is  necessary  so  that  the  various  departments  can  in- 
tegrate their  activities.  Operation  schedules  and  delivery 
dates  are  determined  by  consumer  demand  for  the  product  and 
the  time  allotted  for  its  production  and  delivery.  The  size 
and  distribution  of  inventory  are  determined  by  the  turnover 
of  various  items. 

The  sales  manager  is  in  direct  contact  with  the  pub- 
lic; the  sales  department  deals  with  the  government;  and  the 
productions  department  takes  care  of  industrial  considera- 
tions, Services  such  as  research,  engineering,  statistical 
and  legal  are  not  controlled.  Unnecessary  time  consuming 
administrative  details  of  top-executives  are  handled  by  as- 
sistants. The  sales  field  force  is  required  to  submit 
monthly  reports  of  operations. 

The  yearly  budget  guides  the  company  as  to  what  spe- 
cific allowances  should  be  made.  The  profit  and  loss  con- 
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trol  are  figured  weekly.  Reports  and  charts  are  compiled 
monthly,  but  standards  are  being  utilized  in  all  cases. 

Tigerton  Lumber  Company 

The  general  manager  of  the  Tigerton  Lumber  Company, 
Tigerton,  Wisconsin,  states  that  Tigerton’ s total  production 
and  annual  income  were  the  second  largest  of  any  lumber  com- 
pany in  the  state  of  Wisconsin.  The  majority  of  the  product 
line  is  hardwood  of  various  types  and  kinds  of  finishes. 

The  balance  is  composed  of  softwood,  which  is  generally  sold 
direct  to  the  company’s  retail  outlet. 

The  top  level  of  management  flows  from  the  board  of 
directors,  made  up  of  owners  of  the  company,  directly 
through  the  offices  of  the  general  manager,  secretary  and 
the  treasurer.  At  different  points  of  organizational  struc- 
ture is  a group  of  middle  management  departments  involving 
selling,  engineering,  shipping,  land  and  timber  processing. 
The  lowest  level  of  management  is  composed  of  foremen,  in 
charge  of  the  working  force. 

A future  plan  for  land  and  timber  procurement,  and 
assistance  by  education  of  the  system  of  conservation  to  the 
farm  wood  lot  owners,  has  been  inaugurated.  This  plan  is 
under  the  supervision  of  the  general  manager  and  would  be 
subject  to  periodic  review  at  5-year  intervals  by  both  him 
and  the  wood  land  engineers,  the  review  consisting  of  a re- 
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appraisal  of  timber  assets,  of  visible  inspections  and  of 
growth  calculations.  Departmentalization  has  been  intro- 
duced in  order  that  specific  instruction  and  guidance  may  be 
given  to  workers  in  each  department.  Complementary  to  this 
is  the  attempt  of  top-management  to  continue  informing  the 
departments  of  the  company* s over-all  progress  and  planning. 
Another  method  being  utilized  to  achieve  organizational  ef- 
fectiveness is  the  partiality  shown  by  the  company  toward 
training  personnel  from  within,  rather  than  employing  out- 
side help,  because  of  the  highly  specialized  nature  of  the 
lumber  business* 

One  of  the  primary  requirements  of  a department  head 
is  alertness  to  receive,  to  perceive  and  to  pass  on  to  top- 
management  any  recommendations  for  changes  in  company  poli- 
cies, which  must  then  be  reviewed  and  approved  by  the  board 
of  directors  to  become  effective.  Department  heads  are  re- 
sponsible for  administering  the  policy  and  for  reporting  the 
results  of  such  changes. 

It  is  the  company's  policy  that  the  board  of  direc- 
tors must  approve  any  capital  appropriation  and  expenditure. 
Authority  is  delegated  only  to  the  extent  that  the  depart- 
ment heads  may  make  recommendations.  A check  is  made  upon 
these  expenditures  by  way  of  a depreciation  account  and 
knowledge  of  the  efficiency  of  individual  machines. 

A monthly  review  and  report  is  used  as  a check  of 
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maintenance  expenditures  by  the  plant  manager,  who  has  com- 
plete authority  for  all  maintenance  to  guarantee  steady  pro- 
duction (with  the  exception  of  the  replacement  of  major 
equipment,  which  must  first  be  approved  by  the  general  man- 
ager) . 

All  operating  expenditures  are  reviewed  and  checked 
by  management  in  several  ways. 

1.  The  materials  and  supplies  are  reviewed  annually 
to  ascertain  the  volume  of  production.  Because  of  the  sea- 
sonal nature  of  the  raw  material,  some  risk  is  involved  in 
the  market  and  in  the  recruitment  of  labor  for  logging  serv- 
ices. 

2.  Traveling  expenses,  dues  and  memberships , dona- 
tions and  subscriptions  are  subject  to  periodic  reports  by 
the  bookkeeper. 

3.  The  payroll  is  subject  to  a monthly  report  which 
is  made  by  the  general  manager,  based  upon  per  one  thousand 
feet  units  of  production,  shipping  and  sales  costs. 

Fixed  yearly  amounts  are  set  for  such  professional 
services  as  accounting  and  engineering.  Amounts  for  legal 
and  medical  expenses  are  dependent  upon  a rising  contin- 
gency, whereas  the  authority  of  the  legal  and  accounting 
services  is  retained  by  top-management.  Engineering  serv- 
ices are  delegated  to  the  engineering  department,  and  au- 
thority for  medical  services  rests  with  all  department  heads 
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as  the  need  arises.  The  review  and  consent  of  the  general 
manager  must  be  had  on  all  important  outside  contracts  made 
by  the  company  representative. 

One  of  the  outstanding  policies  of  the  company  is  the 
maintaining  of  good  relationships  between  the  company  and 
its  hourly  employees  and  staff  personnel.  All  employees  are 
selected  for  their  skill  and  experience,  trained  for  specif- 
ic  jobs,  rated  according  to  duties  and  time  worked,  trans- 
ferred upon  need,  request  and  skill,  promoted  when  due  and 
dismissed  only  for  unsatisfactory  work.  All  matters  of 
wages,  collective  bargaining  and  grievances  are  handled  by 
the  general  manager.  The  administration  of  pensions,  insur- 
ance and  other  employee  benefit  plans  is  handled  by  the 
office  manager. 

The  size  of  the  work  force  is  the  regulator  of  pro- 
duction;  raw  materials  and  tentative  costs  are  also  covered 
by  the  company *s  annual  project  plan.  All  departments  of 
the  company  are  integrated  by  planning  and  co-ordination, 
and  the  plan  must  be  flexible  so  as  to  allow  for  subsequent 
changes.  The  sales  and  shipping  departments  are  responsible 
for  the  price  policy,  all  commission  salesmen,  and  plan  of 
market  areas  and  channels. 

Government  relations  are  usually  carried  out  by  the 
secretary,  while  the  general  manager  handles  all  public  and 
industrial  relations.  The  general  manager  reviews  the 
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monthly  progress  reports  of  production  and  earnings,  which 
are  compiled  in  conjunction  with  daily  progress  reports. 

Weyenberg  Shoe  Manufacturing  Company 

The  Weyenberg  Shoe  Manufacturing  Company  was  founded 
in  1900  and  it  currently  operates  5 factories  of  which  the 
present  daily  output  is  10,900  pairs  of  shoes.  Two  plants 
in  Beaver  Dam,  Wisconsin,  employ  700  people.  The  plant  at 
Hartford,  Wisconsin,  employs  175  persons,  and  the  Portage, 
Wisconsin,  plant  employs  325  persons.  The  Milwaukee  plant 
employs  250  people,  and  the  total  employment  is  1,450 
workers. 

The  central  headquarters  of  the  corporation  is  the 
Milwaukee  plant,  where  all  designing  and  buying  is  done. 

All  the  work  orders  are  made  up  and  all  other  company-wide 
management  problems  are  processed  and  handled  in  Milwaukee, 

The  policy  of  organizational  determination  evolved 
as  the  company  gr ew,  and  has  been  constantly  reviexired  as 
necessity  required,  in  order  to  keep  abreast  of  the  times. 

An  organizational  chart  exists  and  is  reviewed  periodically, 
amended  and  rearranged  to  meet  new  standards  resulting  from 
expansion.  A future  plan  has  been  worked  out,  in  part,  by 
the  vice-president  of  production  and  the  board  of  directors. 
The  procedure  is  to  advance  all  workers  by  merit  and  quali- 
fication. Promotion  plans  are  of  great  Importance  to  future 
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planning.  Not  too  much  future  planning  can  be  done,  because 
of  the  nature  of  the  product  being  manufactured  and  sold. 

The  organisation  policy  is  subject  to  periodic  review. 

Daily  review  is  carried  on  by  the  vice-president  of  produc- 
tion and  anyone  else  interested.  Monthly  review  is  carried 
out  by  the  board  of  directors  and  top-management  personnel, 

A yearly  review  is  done  by  the  president,  vice-presidents, 
board  of  directors  and  top-management  personnel.  The  proce- 
dure of  review  is  direct  observation  and  suggestions  by  em- 
ployees. 

To  achieve  organizational  effectiveness,  the  number 
of  individuals  reporting  to  a single  executive  has  been  lim- 
ited according  to  a system  of  trial  and  error.  The  danger 
of  too-finely  divided  functions  i3  handled  by  a similar  sys- 
tem. Company  allegiance,  rather  than  departmental  allegiance 
is  promoted.  Accumulation  of  miscellaneous  and  unrelated 
activity  under  a single  executive  i3  prevented  by  assignment 
of  duties  and  responsibilities  which  are  pertinent  to  the 
job,  and  inbreeding  and  inducting  outsiders  into  the  organi- 
zation are  unbalanced,  since  a promo tion-from-wi thin  policy 
is  in  operation.  Policies  are  made  known  by  personal  con- 
tact among  executives  and  subordinate  personnel,  as  well  as 
written  memoranda  and  policy  statements  of  the  board.  As  to 
compliance  with  and  interpretation  of  company  policies,  per- 
sonnel concerned  with  a specific  policy  are  supposed  to 
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supervise  compliance.  Department  heads  are  expected  and  en- 
couraged to  make  suggestions  and  recommend  changes  in  pol- 
icy. 

Capital  expenditures  may  be  reviewed  yearly  by  the 
entire  top-management  personnel,  monthly  by  the  board  of 

v 

directors,  weekly  by  the  treasurer  and  the  accounting  de- 
partment, and  daily  by  the  controller. 

Capital  expenditures  are  checked  by  expediency. 
Authority  over  capital  expenditures  is  delegated  to  the  dif- 
ferent levels  of  management  under  a policy  of  necessity. 

The  annual  budgeted  amount  is  controlled  by  the  board  of  di- 
rectors and  is  allocated  according  to  the  discretion  of  the 
department  head. 

Maintenance  expenditures  are  checked  and  controlled 
under  much  the  same  policy  as  are  the  capital  expenditures. 
Professional  services  are  reviewed  and  checked,  and  control- 
led by  the  treasurer,  accounting  department,  controller  and 
the  department  heads  concerned. 

Outside  contracts  are  made  and  negotiated  by  the 
board  of  directors.  Among  these  contracts  are:  advertis- 

ing, export  and  sales  trade,  and  dealings  with  various  or- 
ganizations. The  control  over  these  transactions  is  regu- 
lated by  the  board  of  directors,  treasurer,  accounting  and 
finance  departments,  controller  and  professional  legal 
adviser. 
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The  quality  of  the  hourly  employees  is  maintained  by 
careful  screening  of  applicants,  and  a highly  developed 
training  and  indoctrination  program.  Rating  of  employees, 
transferring  of  employees  from  one  department  to  another  to 
stimulate  the  quality  and  performance  of  the  work,  promo- 
tion as  an  incentive,  and  dismissal  are  used  when  necessary. 
The  quality  of  staff  and  executive  personnel  is  maintained 
under  similar  programs. 

Weyenberg  has  occupational  differentials,  and  sal- 
aries above  a certain  level  are  based  on  a job  evaluation 
plan. 

Manpower  is  controlled  by  determining  the  basic 
labor  force  on  a sound  initial  basis. 

The  line  of  products  is  determined  and  changed, 
subject  to  periodic  review  and  standardization.  Facilities 
are  kept  up  to  date  and  competitive.  Market  areas  and  chan- 
nels of  distribution  are  studied  and  determined.  The  firm 
engages  in  foreign  operations. 

As  a result  of  careful  planning  and  experience  gained 
from  its  trial  and  error  system,  Weyenberg,  which  began  as 
a small  unknown  repair  shop,  has  emerged  as  a leading  seller 
of  nationally  and  internationally  known  shoes. 

Wheeler  Transportation  Company 


The  operations  policies  of  the  Wheeler  Transporta- 
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tion  Company,  especially  those  concerning  interstate  move- 
ments of  freight,  are,  for  the  most  part,  regulated  by  the 
Interstate  Commerce  Commission,  according  to  the  legislation 
of  1935*  which  covered  motor  vehicles.  The  vice-president 
in  charge  of  operations  maintains  a staff  of  practitioners 
who  are  licensed  to  appear  before  hearing  boards.  The  legal 
department  is  in  close  association  with  the  insurance  de- 
partment and  the  safety  director. 

Although  long  run  operations  policies  are  designated 
through  a strong  network  of  co-ordination  supplemented  by 
manuals,  meetings  and  periodic  inspections,  the  day  to  day 
operations  and  movements  are  left  invariably  to  the  judgment 
of  each  terminal  manager.  The  terminal  manager  is  respon- 
sible for  fast  dependable  customer  service.  The  classifica- 
tion of  employee  responsibilities  is  rather  broad,  thus  pre- 
cluding danger  of  too-finely  divided  functions. 

A closed  circuit  teletypewriter  system  enables  hun- 
dreds of  orders  received  each  day  to  be  controlled  and  com- 
municated. This  system,  while  costly  (approximately  $700 
per  month),  is  expedient  for  the  execution  of  shippers* 
orders.  The  Wheeler  organizational  chart  embodies  the  use 
of  a line  and  staff  operation.  Periodic  staff  and  operation 
meetings  are  held  for  making  financial  decision.  Wheeler 
does  not  feel  that  its  organization  is  overstaffed  since  it 
is  engaged  in  a service  industry.  Since  there  is  a lack  of 
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specialization  on  the  secondary  level  of  management,  con- 
stant relationships  between  various  branches  and  levels  of 
management  must  be  maintained  for  smooth  operation. 

The  danger  of  too  long  a chain  of  command  is  pre- 
cluded by  the  introduction  of  staff  functions.  This  permits 
the  rush  orders  of  shippers  to  be  handled  with  a minimum  of 
difficulty. 

A general  financial  budget  is  flexible  enough  to  en- 
able the  firm  to  operate  efficiently.  Flexibility  is  neces- 
sary because  of  the  physical  risks  inherent  in  the  trucking 
industry  and  the  high  and  unpredictable  maintenance  costs. 
Therefore,  the  budget  is  not  broken  down  from  the  general 
financial  levels,  although  it  is  synchronized  among  the  3 
major  functions  of  the  organization — finance,  operations  and 
solicitation,  i-iaintenance  costs  are  the  determining  factor 
affecting  the  revenue  margin  of  operation.  Labor  is  union- 
ized. Leases  constitute  fixed  costs.  Maintenance  must  be 
strictly  controlled.  This  is  accomplished  through  a line 
function  between  the  operations  head  and  the  maintenance  de- 
partment and  a staff  function  between  the  maintenance  de- 
partment and  the  financial  organization  of  the  business. 
Review  and  check  of  maintenance  costs  and  operations  are 
manifested  through  a strongly  adhered  to  policy  of  reports, 
parts  requisitions,  and  service  sheet  for  each  vehicle  and 
trailer,  and  a final  check  by  the  chief  mechanic  of  each 
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branch  terminal. 

The  high  degree  of  government  intervention  restricts 
the  plans  for  territorial  expansion,  although  plans  are  be- 
ing currently  executed  to  include  Rockford,  Illinois,  a 
highly  industrialized  area,  in  Wheeler’s  list  of  points 
served.  The  final  decision,  of  course,  rests  with  the 
Interstate  Commerce  Commission.  Franchise  rights  are  costly 
and  even  if  secured  are  subject  to  protest  by  other  carriers 
serving  the  area  in  point.  If  such  actions  are  contested  by 
competitors  before  an  Interstate  Commerce  Commission  hear- 
ing, the  burden  of  proof  rests  on  the  carrier  entering  the 
territory,  and  he  must  prove  that  no  infringement  exists. 

The  long  range  program  for  expansion  is  tentative 
until  1960.  Two  major  factors  are  involved:  securing  fran- 

chise rights  and  Interstate  Commerce  Commission  approval. 
Other  government  restrictions  and  regulations  are: 

1.  Rates  are  published  only  with  Interstate  Commerce 
Commission  approval. 

2.  Seals  on  truckload  lots  must  not  be  broken  until 
they  reach  their  destination.  This  creates  the  necessity  of 
allowing  other  lines  to  use  trailers  belonging  to  Wheeler, 
in  areas  where  Wheeler  has  no  franchise  rights.  This  system 
is  Identical  to  that  used  by  railroads  in  consigning  boxcars 
of  other  roads. 

3.  Discounts  are  not  allowed  by  the  Interstate  Com- 
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merce  Commission,  although  rates  are  for  regressive  tonnage 
as  distance  increases. 

4.  Payments  for  services  must  be  made  within  7 days 
after  the  billing  date.  This  sometimes  handicaps  large 
shippers  with  unstable  cash  positions. 

Along  with  maintenance,  the  strongest  method  of  con- 
trol is  exercised  by  the  solicitation  department.  Daily  re- 
ports of  every  call  made  by  a solicitor  must  be  submitted 
to  the  department  head.  In  maintaining  a strong  market  for 
industrial  and  consumers*  goods,  a salesman* s best  plan  of 
attack  is  emphasis  on  product  differentiation.  In  the  truck 
service  industry,  the  solicitor  emphasizes  speed  and  dependa- 
bility. In  order  to  adhere  to  the  pledge  of  service,  there 
must  be  a strong  predominant  cooperation  with  the  local  ter- 
minal operations.  Wheeler  was  instrumental  in  instituting 
an  equitable  summertime , heavy  vehicles  restrictions  band  on 
the  highways  of  Wisconsin.  This  represents  a program  of 
public  relations  exercised  by  the  safety  director  and  insur- 
ance representative  of  the  firm. 

L.  Wieman  and  Company 

L.  Wieman  and  Company  is  a successful  variety  store 
chain  located  in  Milwaukee  proper  and  several  surrounding 
towns,  and  in  a few  of  the  larger  cities  of  the  state  of 
Wisconsin. 
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The  organization  of  the  corporation  has  3 top  offi- 
cials— president,  vice-president  and  treasurer.  Other  exec- 
utives include  the  head  of  the  accounting  department  and  a 
staff  of  buyers.  There  is  a warehouse  and  a crew  who  stock 
and  replenish  the  individual  stores  on  a weekly  basis.  Each 
store  in  turn  has  a manager  and  a crew  of  clerks,  and  the 
business  operates  as  an  independent  selling  unit,  while  be- 
ing owned  as  a part  of  the  organization.  The  officers  of  the 
corporation  retain  and  discharge  the  general  duties  of  the 
business.  The  treasurer,  however,  is  the  key  man  in  the 
functioning  of  the  operations.  He  administers  the  policy 
and  controls  the  daily  function  of  operation,  while  the 
other  officers  assist  him  in  policy  determination.  Each  of 
the  store  managers  makes  daily  and  weekly  accountings  and  is 
directly  responsible  to  the  treasurer. 

Each  store  has  a budget  for  all  overhead  and  this 
budget  figure  is  prorated  on  a percentage  of  sales.  The 
budget  varies  from  week  to  week,  and  it  is  the  responsibili- 
ty of  each  individual  store  manager  to  stay  within  this  lim- 
it. Each  store  manager  does  his  own  hiring,  and  the  number 
of  hours  per  week  per  employee  of  a particular  store  depends 
upon  the  estimated  gross  sales  for  that  week.  Sales  manag- 
ers are  also  responsible  for  awarding  salary  advances  in 
their  stores.  Each  store  manager  is  required  to  file  an  es- 
timate of  sales  and  overhead  for  each  week  at  the  beginning 
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of  the  week,  and  it  is  cross  checked  at  the  end  of  each  week 
with  the  actual  figures.  It  is  a rather  rare  occasion  when 
the  estimate  is  more  than  a fraction  of  a cent  away  from  the 
actual  figures  for  a given  week.  All  major  expenditures 
over  and  above  daily  and  weekly  operating  expenses  are  sub-* 
mi t ted  to  the  treasurer  for  his  approval.  Wages  paid  are 
determined  by  the  prevailing  wage  in  the  industry,  and  exec- 
utive salaries  are  determined  by  the  board  of  directors. 

The  buyers  are  also  responsible  to  the  treasurer. 
Buyers  spend  much  time  with  the  store  manager  and  assistant 
store  manager  determining  what  type  of  articles  would  inter- 
est the  public,  or  proposing  additions  to  the  line  of  mer- 
chandise. The  line  of  merchandise  must  be  approved  by  the 
treasurer.  The  treasurer,  in  cooperation  with  the  account- 
ing department  and  the  warehouse  superintendent,  operates  an 
inventory  control  system  and  keeps  records  of  the  movement 
of  each  item,  its  seasonal  demand,  if  any,  and  its  success 
or  failure.  Reviews  are  made  to  determine  if  there  are  any 
superior  products  of  a particular  type  on  the  market.  Dis- 
continued items  may  or  may  not  be  replaced  in  the  product 
line. 

Wisconsin  Telephone  Company 

The  present  organization  of  the  Wisconsin  Telephone 
Company  is  stabilized,  but  it  may  be  subject  to  change  if 
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future  conditions  warrant  such  action.  The  structure  in- 
cludes the  board  of  directors ; an  executive  department  con- 
sisting of  a president,  vice-presidents  and  associate 
staffs;  controller,  secretary  and  treasurer. 

The  president  has  the  basic  responsibility  for  the 
organization  of  the  company,  subject  to  the  review  of  the 
board  of  directors.  Organizational  setups  within  individual 
departments  are  the  responsibility  of  the  department  head, 
subject  to  a review  by  the  appropriate  vice-president. 

Where  major  changes  are  proposed,  they  are  reviewed  by  high- 
er levels  to  obtain  full  benefits  of  correlation  and  broader 
thinking. 

To  achieve  organizational  effectiveness,  a single 
executive  may  have  from  3 to  10  people  reporting  to  him. 
Broad  training  is  essential  and  it  is  obtained  by  cross 
training  supervision  in  various  departments  of  the  organiza- 
tion. Interdepartmental  committees  are  established  at  all 
levels  to  obtain  a broad  view  of  all  operations  rather  than 
a strictly  departmental  view.  Executive  choices  are  gener- 
ally made  from  people  with  broad  backgrounds  and  few,  if 
any,  outsiders  are  brought  into  the  organization  at  adminis- 
trative levels,  because  of  the  complexity  of  the  business. 

Major  policy  determination  is  in  the  hands  of  the 
president  and  the  vice-presidents.  Departmental  policies 
are  the  responsibility  of  the  various  department  heads,  sub- 
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ject  to  review  by  higher  levels.  Executive  and  subordinate 
personnel  are  informed  of  policy  through  staff  meetings, 
letters,  management  training  programs  and  other  types  of 
educational  programs.  Department  and  division  heads  are  en- 
couraged to  make  recommendations  and  changes  in  policy. 

Capital  expenditures  are  subject  to  authorization  by 
various  levels,  depending  on  the  amounts  involved.  Authori- 
zation for  major  expenditures  is  vested  in  the  board  of  di- 
rectors. Maintenance  and  operating  expenditures  are  esti- 
mated on  an  annual  basis  and  budgets  are  prepared  according- 
ly. Over-all  control  is  exercised  within  the  department  by 
the  department  heads  and  it  is  further  delegated  down  the 
line  to  division  and  district  heads. 

All  professional  services  are  performed  within  the 
company,  except  for  occasional  requirements  which  nay  arise. 
Outside  contracts  are  a part  of  the  capital  and  maintenance 
expenditures  and  are  subject  to  the  same  reviews. 

Hourly  employees  are  selected  by  personal  interviews 
and  appropriate  tests.  The  training  of  the  employee  is 
given  at  company  expense  in  schools  or  on  the  job.  The  em- 
ployee is  rated  mainly  on  his  ability.  Transfers  are  made 
when  necessary,  subject  to  company  requirements  and  union 
contract  seniority  agreements.  Promotions  are  made  on  abil- 
ity. The  dismissal  of  an  employee  can  be  authorized  by  a 
superior,  but  preliminary  reviews  by  higher  supervisors  are 
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made  of  dismissal  cases  before  action  is  taken. 

Staff  and  executive  personnel  selections  are  based 
upon  a comprehensive  evaluation  program  with  all-around 
ability  as  the  only  factor.  Supervision  is  given  anyone  who 
qualifies.  The  training  program  covers  all  phases  of  public 
relations.  A comprehensive  training  and  evaluation  pro  .gram 
is  in  use  which  is  very  successful  for  rating  staff  and  ex- 
ecutive personnel.  Transfers  are  made  within  levels  to  pro- 
vide broad  cross  training.  Promotions  are  made  based  upon 
evaluations,  with  all-around  ability  as  the  controlling  fac- 
tor. Dismissal  is  subject  to  review  by  higher  supervision. 

The  general  wage  level  of  productive  and  clerical 
workers  is  determined  by  basic  union  contracts.  Supervisory 
employees  progress  on  a periodic  basis,  with  ability  as  the 
major  factor.  Occupational  differentials  are  a subject  of 
union  bargaining.  In  general,  the  coramunity  wage  level  is 
the  basis  for  establishing  rates.  Salary  advances  are  vd th- 
in the  authorization  of  the  supervisors  involved,  but  the 
performance  of  the  individual  within  the  pattern  established 
is  always  a factor.  Management’s  collective  bargaining  team 
consists  of  departmental  personnel  representatives  and  gen- 
eral personnel  representatives.  Each  department  has  a per- 
sonnel staff  for  handling  personnel  matters.  Correlation 
between  departments  is  obtained  through  general  personnel 
and  interdepartmental  personnel  committees.  All  grievances 
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are  processed  within  the  department  involved  and,  under  the 
contract,  appeals  are  possible. 

A benefit  conmdttee  has  complete  authority  for  ad- 
ministering pension,  insurance  and  other  employee  benefit 
plans.  The  committee  consists  of  the  vice-presidents  and 
the  various  department  heads.  Automatic  retirement  at  the 
age  of  65  is  compulsory  at  all  levels  within  the  company. 

The  work  force  is  determined  by  calculation  based 
upon  expected  work  loads.  The  force  may  be  shifted  from  one 
type  of  operation  to  another,  depending  upon  needs;  author- 
ization is  initiated  by  the  department  heads  or  subdepart- 
ment heads,  subject  to  review  by  higher  management. 

The  product  line  is  determined  by  quality  desires. 
The  officer  in  charge  of  quality  control  continually  checks 
to  ascertain  whether  needs  are  being  met  and  what  steps  are 
being  taken  to  expand  production.  A comprehensive  system  of 
performance  has  been  established  to  measure  the  quality  of 
service  and  efficiency. 

Comprehensive  engineering  studies  are  made  to  insure 
that  facilities  are  satisfactory  to  achieve  the  established 
standards.  The  engineering  department,  working  in  conjunc- 
tion with  the  operating  department,  is  responsible  for  major 
selection  and  specification  of  equipment  and  facilities. 

The  price  policy  is  established  by  the  State  Commis- 
sion of  Wisconsin,  approved  on  the  basis  of  a fair  return  on 
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investment.  The  Commission’s  approval  is  required  for 
changing  rate  levels  and  the  entering  or  withdrawal  from 
market  areas.  Expansion  of  operations  and  changes  in  meth- 
ods are  made  on  a long  term  basis.  Long  range  planning  is 
fundamental  to  the  company’s  operations  and  extends  into  the 
future  a3  far  as  20  to  30  years. 

Detailed  engineering  and  planning  of  each  job  i3 
taken  and  no  steps  are  overlooked.  Careful  scheduling  and 
programming  is  done  well  in  advance  of  all  projects,  so  that 
schedules  can  be  met. 

All  departments  have  the  responsibility  for  public 
relations.  Major  programs  are  directed  and,  in  some  cases, 
conducted  by  the  vice-president,  public  relations  and  its 
staff.  The  commercial  department  has  as  its  major  respon- 
sibility most  of  the  dealings  with  the  public,  but  great 
emphasis  is  placed  on  public  relations  in  all  departments. 

3udget  control  and  performance  is  closely  watched  by 
the  departments  at  all  levels  of  supervision  and  in  the 
over-all  by  the  executive  group.  Profit  and  loss  control  is 
a tool  of  the  executive  group.  Cost  control  is  watched  for 
danger  signals  in  all  phases  of  operation  and  is  reviewed 
monthly  with  all  supervisors.  The  greater  portion  of  Wis- 
consin’s manuals  are  prepared  by  the  American  Telephone  and 
Telegraph  Company,  and  they  are  modified  locally  as  neces- 
sary, Reports,  charts  and  standards  are  established  within 
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the  departments,  as  well  as  on  a general  company  basis. 

WOKT;  WOKT-TV 

There  is  no  fixed  procedure  for  policy  determination 
in  the  VfOKT;  W0KY-T7  broadcasting  station.  Policies  that 
are  formulated,  however,  depend  on  the  nature  of  the  policy— 
whether  it  is  a major  or  minor  one— and  are  made  known 
either  formally  or  informally.  Observation  is  the  only 
check  provided  as  to  compliance  with  and  interpretation  of 
company  policies.  Suggested  changes  in  policy  by  employees 
are  recommended. 

Capital  expenditures  are  approved  by  the  board  of 
directors,  with  some  authority  delegated  to  the  secretary- 
treasurer  of  the  corporation. 

Operating  expenditures  and  expenditures  for  profes- 
sional services  are  likewise  approved  by  the  board  of  direc- 
tors, with  some  delegation  of  authority  again  extended  to 
the  secretary-treasurer.  The  control  provided  over  the  man- 
ner in  which  the  amount  of  the  annual  budget  is  expended  is 
also  supplied  by  the  board  of  directors  and  the  secretary- 
treasurer. 

Maintenance  expenditures,  unlike  the  above,  fall  un- 
der the  jurisdiction  of  the  controller.  Periodic  review, 
check,  and  auditing  result  in  control  of  these  outlays.  The 
quality  of  all  personnel,  executive  and  clerical,  is  main- 
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tained  by  a constant  review  of  each  employee's  work.  This 
function  is  referred  to  the  various  department  heads  who,  in 
turn,  refer  it  to  the  board  of  directors  for  review.  There 
are  no  employees  paid  on  an  hourly  basis  at  WOKT. 

The  policy  followed  with  employees  in  key  positions 
who  raise  serious  personnel  or  organizational  problems  is 
dismissal  or  demotion. 

The  general  level  of  salaries  of  employees  is  deter- 
mined on  the  basis  of  experience,  performance,  training, 
ability  of  the  employees  and  the  importance  of  the  job.  The 
board  of  directors  holds  sole  authority  over  individual  sal- 
ary advances. 

Collective  bargaining  and  grievance  handling  are  in 
the  hands  of  the  secretary-treasurer.  The  personnel  direc- 
tor also  aids  in  grievance  handling.  The  authority  for  ad- 
ministering pension,  insurance  and  other  benefit  plans  rests 
with  the  board  of  directors. 

The  size  of  the  labor  force  is  determined  by  the 
board  of  directors  on  the  basis  of  needs.  There  is  a con- 
stant review  to  maintain  the  force  at  the  most  efficient  and 
economic  level.  Evaluation  and  analysis  of  the  work  to  be 
performed  determines  the  actual  change  in  the  rate  of  opera- 
tion. 

The  board  of  directors  is  responsible  for  all  mat- 
ters pertaining  to  facilities,  and  it  likewise  holds  sole 


authority  over  price  policies  and  practices.  The  procedure 
of  a change  in  price  is  to  give  a 60-days’  notice  to  the 
customer. 

The  executives  assigned  to  public,  governmental  and 
industrial  relations  depend  on  the  particular  event  or  re- 
quirement and  the  availability  of  the  various  executives. 

The  executive  director  controls  the  demands  for  services  of 
such  departments  as  research,  engineering  and  legal.  The 
executive  director  is,  in  turn,  responsible  to  the  board  of 
directors.  The  executive  director  measures  the  performance 
and  exercises  control  over  the  budget,  profit  and  loss  con- 
trol, cost  control,  reports  and  charts  and  standards.  In 
performing  this  function,  the  executive  director  examines 
and  analyzes  each  item  monthly. 

George  Ziegler  Company 

The  George  Ziegler  Company  is  a small  organization 
consisting  of  125  workers,  approximately  half  of  whom  are 
women.  The  top-management  consists  of  the  president,  vice- 
president,  general  manager,  vice-president  in  charge  of  pur- 
chasing, and  secretary-treasurer.  Each  executive  handles 
his  own  specific  responsibility.  However,  there  is  a very 
close  relationship  among  executives.  If  a problem  comes  up 
which  is  not  under  the  jurisdiction  of  a certain  executive, 
it  is  brought  before  the  committee,  which  includes  all  top- 
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management. 

Determination  of  policies  is  handled  at  committee 
meetings  of  departmental  administrators  and  officers  and  oc- 
casionally members  of  the  board  of  directors.  Policies  are 
made  either  orally  or  by  written  explanations.  About  once  a 
year,  a review  of  company  policies  i3  made  by  the  committee. 
At  this  time,  department  or  division  heads  are  expected  to 
recommend  changes  if  the  need  arises. 

Major  expenditures  and  appropriations  of  the  company 
are  reviewed  by  the  board  of  directors  and  the  officers  of 
the  company.  Minor  expenditures  and  appropriations  are  re- 
viewed by  key  department  administrators. 

The  George  Ziegler  Company,  for  the  most  part,  does 
not  use  a budget  to  appropriate  money  for  expenditures. 

When  the  need  for  appropriation  arises,  it  is  reviewed  by 
the  parties  concerned. 

The  business  does  not  have  its  own  staff  for  profes- 
sional services.  It  employs  outside  services  for  account- 
ing, legal  and  medical  requirements.  No  budget  is  appropri- 
ated for  these  services.  When  the  need  arises,  designated 
persons  review  the  situation  and  appropriate  the  necessary 
funds • 

Employee  relations  are  handled  by  a close  relation- 
ship between  management  and  labor.  Since  the  firm  is  small, 
this  is  easily  accomplished.  The  company  uses  newspaper  ads 
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and  employment  services  to  secure  employees}  and  training  is 
carried  out  on  the  job.  Rating  and  transfer  are  informal 
and  usually  handled  by  the  supervisor.  If  problems  occur  in 
management  among  the  executives  themselves,  there  is  a mutu- 
al agreement  of  a job  change. 

Wages  and  salaries  are  determined  by  a review  of 
other  firms  in  the  industry,  as  well  as  area  firms.  There 
is  no  job  evaluation  plan  utilized,  and  the  company  pays  the 
going  rate  for  specified  jobs. 

The  only  union  workers  are  the  mechanical  personnel, 
A contract  covers  these  employees  and  is  negotiated  between 
the  union  agent  and  the  company  officers,  who  handle  all 
grievances. 

The  work  force  is  determined  by  the  volume  of  busi- 
ness. In  slack  times,  the  key  employees  are  kept  busy  by 
variation  of  the  work  hours.  In  busy  seasons,  overtime  is 
paid  and  seasonal  workers  are  hired.  Officers  and  key  ad- 
ministrators have  the  authority  to  increase  or  decrease  the 
working  force.  There  is  also  a periodic  review  to  elimi- 
nate nonessential  work. 

The  product  line  is  determined  and  changed  according 
to  the  ability  of  the  sales  department  to  dispose  of  all 
productive  capacity  of  the  firm.  The  product  line  is  sub- 
ject to  review  annually  and  seasonally.  There  is  a constant 
check  by  officers  and  key  personnel  in  order  to  maintain  a 
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high  standard  of  quality. 

Price  policy  is  determined  by  the  officers  of  the 
sales  department.  Price  changes  and  discounts  are  deter- 
mined  as  need  arises  to  meet  competition.  The  sales  manag- 
er also  has  authority  to  enter  new  market  areas  and  he  de- 
cides upon  the  location  of  warehouses  and  other  facilities. 

The  rate  of  plant  operation  is  determined  by  the 
volume  of  business,  both  present  and  prospective.  Some  op- 
erations are  planned  from  season  to  season,  and  others  from 
year  to  year,  depending  on  the  nature  of  the  product.  De- 
livery dates  are  determined  by  customers;  these,  in  turn, 
govern  operations. 

Public,  governmental  and  industrial  relations  are 
assigned  to  officers,  but  there  is  no  formal  department  for 
any  of  these  services. 

Assignment  of  duties  to  non-executives,  as  much  as 
possible,  is  utilized  to  relieve  top-management  of  unneces- 
sary duties.  In  this  way,  executives  are  free  to  think 
about  the  more  important  needs  of  the  concern. 

The  George  Ziegler  Company  makes  use  of  an  informal 
budgetary  program.  Continual  control  reports  are  used  for 
profit  and  loss  analysis.  Charts  and  reports  are  used  ex- 
tensively to  keep  close  check  on  business  progress. 
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A Radio  Broadcasting  Company 

The  organizational  control  of  this  particular  radio 
broadcasting  company  is  accomplished  through  the  device  of 
departmentalization — the  organization  having  6 major  depart- 
ments. Each  of  these  6 departments  is  broken  down  into  nu- 
merous divisions  totaling  417.  A department  manager  is  in 
charge  of  each  department,  and  he  is  directly  responsible  to 
top-management.  An  assistant  department  manager  enables  the 
manager  to  delegate  some  of  his  routine  duties  to  a subor- 
dinate head. 

ii-ach  month  a meeting  is  held  by  top-management,  to- 
gether with  the  6 department  heads.  The  department  heads 
prepare  reports  summarizing  the  activities  of  their  depart- 
ments, and  top-management  studies  these  reports  before  the 
meeting,  so  that  intelligent  discussions  can  be  held  regard- 
ing future  operations. 

Annual  conferences  are  also  held  to  review  the  or- 
ganization of  each  department,  and  all  department  heads  are 
encouraged  to  propose  any  changes  that  they  consider  desir- 
able. The  2 groups  then  hold  a joint  discussion,  but  the 
final  decision  is  always  made  by  top-management.  The  depart- 
ment heads  have  the  right  to  submit  the  proposal,  but  they 
do  not  have  any  active  vote  on  the  issue.  The  department 
managers  are  informed  of  any  policy  changes  made  by  top- 
management,  through  interoffice  memoranda.  It  is  also  possi- 
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ble  that  management  will  announce  any  change  in  company  pol- 
icies at  the  monthly  conferences.  The  remainder  of  the  work 
force  is  informed  of  any  policy  changes  through  the  house 
organ.  This  newspaper  is  published  bimonthly  and  distribu- 
ted to  all  employees. 

In  order  to  insure  requisite  quality  of  the  work 
force*  the  company  maintains  a well  organized  personnel  of- 
fice. Every  job  applicant  is  given  a series  of  tests  to 
determine  his  qualifications.  The  advertising  personnel 
director  reviews  the  result  of  the  tests.  The  successful 
candidates  are  interviewed  a second  time  by  the  personnel 
manager  and  the  department  head  under  whose  jurisdiction  he 
is  likely  to  be  placed.  A joint  decision  of  management  is 
later  made  on  the  proposed  hiring. 

The  company  is  desirous  of  maintains  a low  rate  of 
turnover  of  labor  and  for  this  reason*  an  employee-ownership 
plan  has  been  instituted.  In  order  to  be  eligible  to  pur- 
chase stock,  a person  must  serve  the  concern  for  5 years. 
Employees  who  leave  the  concern  for  one  reason  or  another 
are  required  to  sell  back  their  stock  holdings.  Management 
feels  that  this  plan  develops  a feeling  of  one  big  family, 
and  that  it  also  acts  as  an  incentive  to  employees.  The 
management  also  believes  in  developing,  through  careful  se- 
lection, its  own  employees,  who  will  plan  on  spending  a long 
period  of  time  with  the  company. 
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Each  employee  is  given  a rating  at  the  time  of 
hiring  by  his  department  manager,  and  each  year  thereafter 
subsequent  ratings  are  made  and  compared  with  previous  ra- 
tings. These  ratings  and  recommendations  of  department 
heads  are  the  prime  factors  affecting  employees f promotions, 
although  it  has  been  the  cu3tome  to  give  all  employees  a 
small  annual  raise.  The  employees  recommended  by  their  de- 
partment managers  are  then  given  an  additional  increase. 

The  company  also  sponsors  many  recreational  programs 
for  its  employees. 

A budget  for  each  major  department  is  prepared  annu- 
ally by  the  finance  of: leer  in  conjunction  with  top— manage- 
ment, and  the  department  heads  are  given  a large  amount  of 
authority  in  the  manner  in  which  it  is  spent.  The  depart- 
ment heads  initiate  all  cash  disbursements,  subject  to  the 
approval  of  top-management.  In  most  cases,  this  approval 
constitutes  a mere  formality  as  long  as  the  budget  amount  is 
not  exceeded*  Periodically,  the  budget  is  reviewed  by  the 
finance  office,  along  with  top— management*  If  any  depart- 
ment appears  to  be  exceeding  its  budgeted  amount,  an  inves- 
tigation is  begun  to  determine  the  reason.  As  a result  of 
the  investigation,  the  budget  may  be  increased  or  decreased. 

A Manufacturer  of  Keys 

The  basic  structure  of  this  nationally  known  key 
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manufacturer  is  determined  by  the  president  after  consulta- 
tion with  other  officers.  The  plan  of  the  basic  structure 
is  open  to  periodic  review,  and  effectiveness  has  been 
achieved  by  limiting  the  number  of  people  reporting  to  one 
executive.  Policies  are  discussed  at  weekly  meetings  of  the 
board,  and  information  is  given  to  subordinate  personnel. 

The  vice-president  in  charge  of  manufacturing  is  in 
charge  of  capital  expenditures.  Orders  for  materials  are 
approved  by  the  plant  superintendent  and  the  vice-president 
in  charge  of  manufacturing.  There  is  no  annual  budget  for 
each  department,  but  yearly  comparisons  are  made.  Ordinary 
maintenance  is  handled  by  the  finance  department,  but  major 
repairs  must  be  approved  by  the  above  2 officers. 

Traveling  expense  is  approved  by  the  vice-president 
in  charge  of  sales,  with  the  final  approval  of  the  secretary- 
treasurer,  Donations,  subscriptions  and  related  items  are 
approved  by  department  heads,  except  in  unusual  items,  which 
must  be  approved  by  the  board  of  directors. 

Check  on  expenditures  in  all  departments  is  under 
the  jurisdiction  of  the  secretary-treasurer,  subject  to  re- 
view by  the  president.  Outside  contracts  are  assigned  to  a 
vice-president,  subject  to  spot  checks  by  the  president. 

Hourly  employees  are  checked  by  foremen  and  super- 
visors. Foremen  give  on  the  job  training  to  new  employees. 
Pay  raises,  based  on  the  quality  of  work,  are  given  after 
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each  3 months,  during  the  first  9 months.  Jobs  are  classi- 
fied and  regular  requests  for  transfer  are  granted  on  quali- 
fication and  seniority.  Supervisory  work,  when  available, 
is  offered  to  hourly  part-time  employees.  New  employees,  if 
not  dismissed  during  the  first  months,  are  sometimes  trans- 
ferred within  the  organization.  Quality  of  staff  and  execu- 
tive personnel  is  maintained  by  a close  check  of  previous 
employment  and  experience. 

A retirement  plan  for  all  personnel  who  reach  age  55 
and  possess  a minimum  of  15  years  of  service,  has  been  set 
up.  The  retirement  plan  is  administered  by  the  committee  in 
charge  of  personnel,  composed  of  the  president,  secretary- 
treasurer  and  assistant  to  the  president.  Provision  has 
been  made  for  permanently  disabled  employees.  Hourly  wages 
are  determined  through  union  negotiation.  Salary  levels  of 
staff  employees  are  based  largely  on  competitive  practices. 
Departmental  heads  recommend  advances  in  transfer,  subject 
to  approval  of  officers.  The  personnel  department  discusses 
grievances  with  union  representatives,  with  the  final  deci- 
sion made  by  the  vice-president  in  charge  of  manufacturing, 
subject  to  presidential  review. 

A study  by  the  vice-president  in  charge  of  production, 
of  customers1  orders,  delivery  dates  and  material  require- 
ments determines  necessary  manpower.  The  secretary- treasur- 
er maintains  continuous  checks  on  the  relations  between  op- 
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erating  expense  and  receipts  from  products. 

The  vice-president  of  sales  and  manufacturing  con- 
siders eliminating,  expanding  or  modifying  a product,  aided 
by  a spot  check  of  the  quality  control. 

Prices,  Giscounts,  market  areas  and  channels  are  in 
charge  of  the  vice-president  of  sales  and  are  subsequently 
reviewed  by  the  board  and  the  president.  There  is  no  de- 
partment for  foreign  sales.  Very  little  long  range  planning 
is  utilized. 

Public,  governmental  and  industrial  relations  are 
handled  by  the  members  of  the  board  and  the  president. 

Budget,  profit  and  loss  and  cost  control  are  the  re- 
sponsibility of  the  secretary-treasurer.  A profit  and  loss 
control  report  is  available  the  second  day  following  the  day 
of  business.  Reports,  charts  and  the  annual  report  to  the 
stockholders  are  worked  out  by  the  secretary-treasurer’s 
staff. 

The  vice-president  in  charge  of  engineering  studies 
standards  to  improve  and  simplify  the  product,  as  well  as 
to  satisfy  customers. 
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